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Modern Guillotine. Cutting loose a guided missile from the 
launching sled, or severing the cables and tubing between 
various elements of a multi-stage missile, presents a num! er 
of problems. But this explosive driven chopper, which can >e 
actuated by remote control, and makes a clean, fast parti .g 
of wires and cables, helps solve some of them. The ca.e- 
hardened steel knife blade in the device is of USS Ste el. 









Ever See a Skew Bascule Bridge? This is one, crossing at 
Hung by the Heels. This new diagnostic X-ray machine makes it possible a 45° angle over Miami Canal in Miami, Florida, at S.E. 4th 
to hang a patient by the heels while a fluid that is opaque to X-rays is in- Avenue. Like its mate, built at N.E. 36th Street, it is floored 
jected into her spine, and travels slowly down toward her head as the doctor with I-Beam-Lok Open Steel Flooring, made by U. S. Steel. 
fluoroscopes her spine in the search for a possible tumor. The support for the The use of this flooring saved 272 tons of deadweight! This 
huge geared ring on which the X-ray table is mounted, as well as most of the _ bridge recently received the A.I.S.C. award for the most 
sheet steel panels used on this unit, is made from USS Steel. beautiful bridge of its class. 





Roof Raised in a Hurry. 260 tons of USS Structural Steel went up in just 25 days for the 

. . roof of this new Municipal Civic Auditorium in Corpus Christi, Tex. ‘“Lamella’’ con- 

This trade-mark is your struction was used . . . a kind of on-the-bias system with diamond-shaped areas between 
guide to quality steel intersecting members. Only steel can do so many jobs so well. 


SEE THE UNITED STATES STEEL HOUR. It’s a full- 
hour TV program presented every other week by 
United States Steel. Consult your local newspaper for 
time and station, 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY .. TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBU2GH 
UNITED STATES STEEL HOMES, INC. + UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY * UNIVERSAL ATLAS CEMENT COMPANY 4-1314 
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Dividend Notice 


A quarterly dividend of 8712 ¢ per 
share has been declared on the 
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“THE VOICE WITH A SMILE” 


IN SHAREOWNER RELATIONS 





“The Voice With a Smile” has 
long been the symbol of telephone 
service. But it doesn’t stop there. 
We try very hard to keep this same 
friendly, courteous spirit of helpful- 
ness in everything we do. 

That applies particularly to our 
relations with shareowners. For with- 
out shareowners there would be no 
telephone service and no telephone 
business. 

One of the distinctive things about 
the ownership of the American Tele- 
phone and Telegraph Company is 


the great number of small share- 
owners. They are people in all walks 
of life, in every section of the country. 
Many own no other stock. 

Often there are some things they 
would like to know about the busi- 
ness or their securities and we are 
glad to have them communicate 
with us. Sometimes it is a simple 
thing. Sometimes it may be a matter 
that requires quite a lengthy reply. 

In every case we look upon the 
request not as a name or an address 
but as a letter from a friend. And we 


BELL 


try to answer it in the same spirit. 

In the past year we have answered 
more than 180,000 letters from own- 
ers of our stock and debentures. This 
is in addition to information sent to 
all shareowners. Many a time, when 
it is something in a rush or urgent, 
we speed the reply by telephone. 

It takes a lot of time and work, of 
course, but we consider it a privilege 
and not a chore. Service is our busi- 
ness and efficient and friendly treat 
ment is not only for customers. It 


is for shareowners, too. 
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The Trend of Events 


AN UGLY SITUATION .. . The political crisis in Brazil 
which culminated in the suicide of President Vargas 
is not only giving concern to the U. S. Government 
but to American businessmen with large financial 
stakes in that country. Like other political troubles 
which are in increasing evidence in Latin America, 
the Brazilian crisis has developed out of a weak 
economic situation. } 

Particularly in the last few months, President 
Vargas was under strong pressure to raise living 
conditions among the workers, a problem which has 
been plaguing nearly all the Latin American gov- 
ernments. The methods which he proposed, how- 
ever, met with increasing resistance by financial and 
industrial interests who feared that, as a conse- 
quence, Brazil would face more inflation, a disease 
she has been suffering from for some years. 

As a nationalistic gesture and in order to retain 
support from the workers — his main source of 
strength —the late President forced through two 
measures which were extremely irritating to foreign 
interests. First, he placed restrictions on currency 
transfers arising out of profits from their operations 
in Brazil. Second, he fathered 


himself was basically well disposed to the United 
States. Nevertheless, he did not hesitate to utilize 
this potent political weapon, which has been the 
common practice of Latin American governments in 
trouble. The fine hand of the communists, working 
in the shadows, may also be discerned. 

While the new Administration is known to be 
friendly to the United States, it is likely that it also 
will be bound by the realities of the economic situa- 
tion in Brazil. This means that, in order to placate 
the workers, it may be compelled to follow Vargas’ 
more recent policies regardless of the fact that they 
have produced so much hostility among American 
interests. 

This is an unfortunate development as Brazil, tra- 
ditionally, is the strongest ally and firmest friend of 
the United States in the Southern hemisphere. Lest 
the present situation develop into something more 
serious, it is advisable that the United States extend 
every help possible in order to restore Brazil to a 
sound economy and thus eliminate a growing threat 
to that important democracy. We, as well as Brazil, 
have too much at stake to do otherwise. 





legislation which probably 
had, as its objective, the cre- 
ation of a government oil 
monopoly. Another monopoly 
for the development of elec- 
tric power would have been 
created but for the political 
crisis. 

A strong anti-American 
tinge has featured these vari- 
ous moves, though Vargas 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What‘s Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


BACK TO THE HUSTINGS ... 
Although the election cam- 
paign has only just started, 
the air is already vibrating 
with the clamor of Senatorial 
and Congressional aspirants. 
Incumbents and would-be leg- 
islators alike are making the 
welkin ring with their claims 
to support. The scene is quite 
a familiar one and this helps 
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make it a show the great American public relishes. 
Perhaps this reveals a touch of masochism in its 
relaxed attitude for no one knows better than the 
voter that he holds the fate of the contestants in the 
palm of his hand and he indubitably enjoys the use of 
his power. Accordingly, he does not mind in the least 
that the candidates should exhibit increasing signs of 
nervousness as the campaign goes on. 

Legislators making a try for another term must 
convince their constituents that they have done a 
good job. Those who are trying to unseat them must 
try to show that they can do a better job. Accord- 
ingly, there will be the usual “pointing with pride” 
and “viewing with alarm” which has titillated the 
American voter since the Republic was founded. 

Although individual contestants will claim that 
the fate of the nation rests on whether or not they 
are elected, this will not cut much ice with the pub- 
lic. They know, as do the contestants themselves way 
deep down in their hearts, that no matter which in- 
dividuals are elected this Republic is going to endure. 

So let’s all sit back and enjoy the show and give 
thanks that we have another opportunity to show 
the world how a real democracy works. 


A SHOT IN THE ARM?.. . The recent decree of the 
Office of Defense Mobilization ordering the Defense 
Department, the Atomic Energy Commission, and 
the Maritime Administration to hold selected plants 
in readiness has some interesting connotations, The 
first aim of the new order is to maintain the broad- 
est possible production base to provide for a national 
emergency. This would take the form of keeping the 
plants in readiness, under the supervision of a 
newly-set-up agency, the Defense Facilities Mainte- 
nance Board. This is a logical move and would make 
the change-over from peace-time to full war-time 
production more efficient and less costly than when 
we went to war in 1941. 

While the value of this long-range development is 
obvious, it also has practical application to the im- 
mediate future. With military orders declining, aside 
from aircraft, the new program will aid to keep 
important defense plants open which otherwise 
might have shut down or severely curtailed opera- 
tions. It is estimated that about $200 million a year 
will be spent in maintaining the program. This is 
not a large sum, by present-day standards, but is 
large enough to help provide more employment in 
some of the more depressed areas. In any case, it is 
a wise use of the government’s powers to assist the 
economy, aside from its military value. 


WATER IS WORTH MORE THAN DIAMONDS... Some- 
times the really important news is not to be found in 
the headlines but in the back pages of newspapers. 
Thus, it was announced a few days ago, that a small 
manufacturing plant in the mid-West closed, throw- 
ing five hundred people out of work. Officers of the 
company declared that the plant would be closed 
permanently because there was no longer an ade- 
quate water supply. This had disappeared with a 
serious lowering of the water table in the vicinity 
of the plant’s operations. 

From many parts of the country come reports 
of a dangerous lowering of the water table. What- 
ever the reasons may be, it is clear that industrial 
operations, which are so largely dependent on ade- 


quate water supplies, are imperiled. For years, this 
threat has been obvious and many commissions have 
been set up to study the matter and make recom. 
mendations. So far, nothing has been accomplished. 
With comparatively little time to lose, it is of the 
utmost importance that a new federal Water Au- 
thority be set up, to which State Authorities should 
be joined, so that new sources of water be found and 
existing sources be distributed equitably. In the 
West, virtual anarchy reigns in the field of water 
control and, in the East, the problem of pollution 
remains grave. All in all, it does us, the most power- 
ful and most modernized industrial nation on earth, 
no credit to have ignored a fundamental problem 
that affects not only this generation but that will 
affect generations to come. 


ANOTHER LOOK AT DIVERSIFICATION .. . The broad 
scope of diversification by our leading corporations 
in recent years has significantly underscored the 
massive effects of technological changes. Actually, 
diversification has been both cause and effect of these 
changes. The need to find new products in order to 
broaden the corporate sales base has obviously stimu- 
lated research enormously and this has led to an in- 
tense activity in fostering technological advances. 
At the same time, older products have been sup- 
planted by the technological innovations, and this de- 
velopment, in turn, has compelled many corporations 
to move into new fields in order merely to survive. 

Unfortunately, under the lash of necessity, a large 
number of companies have embarked on programs 
of diversification without sufficiently studying their 
basic needs, This has resulted in often hastily im- 
provised projects the consequence of which has been 
to leave the companies in a weaker position than 
before. 

Sound management requires reasonable assurance 
before an important new venture is undertaken, ow- 
ing to the fact that the element of financial risk is 
necessarily increased. 

The management first must make certain that the 
changes proposed are compatible with its capacity. 
Quite often, companies embark on the production 
and marketing of new products without having as- 
certained whether a complete overhaul of the entire 
executive machinery is necessary. 

The implications of the situation are extremely 
important to corporations, especially those of me- 
dium or small size. Inasmuch as the remorseless ad- 
vance in technology has greatly widened the need for 
diversification, it has by this fact alone added to 
managerial responsibilities. Managements which for 
years have concentrated on narrow product lines 
must develop the necessary know-how in fields that 
may be quite alien to the original business. Unfor- 
tunately the temptation to ignore this basic require- 
ment by managements in haste to meet competition 
and protect markets has become a feature of diversi- 
fication by some of the lesser companies. 

From the standpoint of the investor the lessons 
are plain, It should be obvious that mere diversifica- 
tion by a company is not necessarily proof that its 
program is sound. Unless the new products are 
thoroughly integrated into the company’s operations 
after thorough preparation, the prospect for sustain- 
ed earnings are not likely to be bright. 
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As J See Jt! 


By JOHN CORDELLI 


WHERE DO WE GO FROM HERE? 


Craik up another diplomatic defeat for the 
U. S.! The European Defense Community, a cher- 
ished American project, is not going to come into 
being, if the present French government has any- 
thing to do with it. In fact, it practically made sure 
of this outcome by scuttling 
the Brussels Conference 
which was a final and futile 
effort to save E.D.C. 

One should not blame 
Mendes-France for this 
sorry outcome, as he inherit- 
ed the mess from previous 
French governments. How- 
ever, it cannot be said that 








MENDES-FRANCE HAS A LAST 
MINUTE PROPOSAL 


and above EDC. Unfortunately, only Russia can give 
Germany the unity she craves. She holds all the 
cards, East Germany, the former German lands held 
by its satellite, Poland, and the Soviet enclaves in 
East Prussia. The price that Russia will exact for a 
return of the German terri- 
tories, at first, would be Ger- 
man neutrality between East 
and West and, later, a hard- 


MAYBE WE and-fast working arrange- 
OUGHT TO ment with the Soviets. If this 
STIR ZEE seems incredible, all we have 


to do is to think back to the 
CAKE Hitler Stalin pact. Too many 





he showed any sign of grief 
over his failure. His drama- 
tic flight to see Churchill 
merely highlights the fact 
that EDC never had a real 
chance, for Churchill himself 
long ago made sure of it 
when he refused to let Bri- 
tain enter the European de- 
fense system. Hence, the 
theatricalism exhibited by 
the French and British lead- 
ers in their highly publicized 
session at the military air- 
port outside London should 
fool no one. Neither leader 
had the real will to make 
EDC come alive. 

This leaves the U. S., as 
usual, holding the bag. We 
are now stuck with a dead 
plan which was originally 
devised as the cornerstone 
of our global military strategy. The alternatives are 
very unsatisfactory. We might forcibly bring West 
Germany into NATO, a step which, incidentally, the 
French can veto. Or, we can immediately implement 
the Bonn convention by granting West Germany her 
complete independence, This would give the Germans 
an army without effective control by the Western 
allies, a thoroughly unsatisfactory prospect. 

Once West Germany obtains this power, she will 
act in accord with German interests and it will make 
very little practical difference to her whether we 
like the new set-up or not. Her very recent conver- 
sion to democracy is at best a skin-deep affair. 
- ittgelaaaa still burns brightly in the German 
eart. 

Germany wants unity above all, above democracy 
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Dowling in the N. Y. Herald Tribune 


some MORE 1 people in the West have a 

-_— tendency to forget the blood 
kinship between nazism and 
communism, A pact between 
Malenkov and some nation- 
alistic successor to Adenauer 
is something that seems 
probable within a few years 
at least, particularly if this 
is the only way to unify 
Germany again. 

One should candidly admit 
that American influence in 
Europe is receding. In a 
sense, Europe has gained a 
very large share of its inde- 
pendence from the United 
States and wants to go her 
own way. The fact that U. S. 
aid has made this possible 
cuts no ice. Europe now sees 
co-existence with the Soviets 
as inevitable and is slowly 
shaping her policies accord- 
ingly. The British are playing an important part in 
this development, notwithstanding their fine words 
of loyalty to the ideal of cooperation with America. 
British self interest, as always, dictates the course 
of British foreign policy. 

This leaves us with the question: Where do we 
go from here? We need not jump to the conclusion 
that the entire edifice of mutual defense with Europe 
has collapsed. NATO is still there and the European 
members will cling to it until they are sure that co- 
existence with the Soviets is safe. However, we must 
admit that the Western alliance has been weakened 
and that it may become even weaker. We should try 
hard to prevent this of course, if at all possible, but 
in any case, we should take care that our own mili- 
tary strength remains unimpaired. 
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Market Interest Centers On Special Issues 


Activity in the stock market has been largely dominated by two factors—increasing specu- 
lation in “special situation” stocks and, paralleling this movement, an obvious increase in 
the desire to protect profits. Both movements may go on simultaneously as they are not 
mutually exclusive. The market has been in a more speculative phase for some time and 
the leadership not too convincing. Adequate reserves should be maintained and discrimi- 


nation shown in new purchases. 


By A. T. 


Jj he effect of the shift in the character of the 
market and its leadership, which was commented on 
in the last issue of the Magazine, became more 
clearly evident in the past fortnight as reaction set 
in. Using the Dow industrial as a gauge, the market 
reached its high for the year on August 20, when it 
touched 350.72. Further penetration of the high 
proved impossible with the increase in the volume 
of offerings and the best the market could do for a 
few days was to act in sideways fashion. On the 28rd, 
however, it gave its first definite sign of hesitation, 
reacting to 348.76, a minor setback but one to prove 
a harbinger of more to come later. By August 26th, 
the averages had declined without a halt to 342.50, 
off 8 points from the high of the year. At present 


MILLER 


one: they are 341.46, slumping back after a mild 
rally. 

Viewed from the standpoint of the approximately 
70 point 1954 gain in the Dow industrial averages 
from low to high, the present drop, despite its ur- 
gency, seems quite minor and could be ascribed to the 
effect of purely technical conditions, which would be 
normal after such a large advance. The fact is that, 
from the technical standpoint, the market could 
react considerably further without impairment of 
its fundamental position. However, one of the least 
favorable aspects in recent weeks has been the absence 
of consolidation which is normally part of the pro- 
cess of a major advance. Without such consolidation 
of the market’s position a real test of the underlying 
position is impossible. 





MEASURING MARKET SUPPORT 


THE MARKET 1S A PUG-OF-WAR . . 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
THE MAGAZINE OF WALL STREET — 1909 


Test Under Way? 
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AT RISING PRICES 


DEMAND for STOCKS 


AS INDICATED BY TRANSACTIONS 


It may be said that a preliminary test 
is now underway, for the first time 
since the advance that began at the end 
of last year. 
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It may be that the more experienced 











investment managers are coming to the 


310 conclusion that the market for the time 
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being has outrun actual business. Thus 


270 far, as indicated in the article on Busi- 
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SUPPLY OF STOCKS 


AS INDICATED BY TRANSACTIONS | 
AT DECLINING PRICES 
ES (ae! ee ae Cee | 


can be said of business is that the re 
9230 cession had definitely flattened out and 
+ shows no sign of resumption. On the 
8190 other hand, there are no firm indications 
that a real upturn is under way. 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 
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Thus far, one of the chief supporting 
elements in the market has been the 
unusually good earnings reports of many 
companies, where less had been expected 
in view of the smaller volume of sales. 
The end of EPT has justifiably been 
given its full share in this performance 
but the question now is whether the 
absence of EPT will prove as much of 4 
factor in supporting profit margins dur- 
ing the third and, possibly, the fourth 
quarter as it did in the first two quarters 
of the year. This will depend on whether 
135 the corporations can maintain at least 
Ne the same pre-tax profit margin as in 
the first six months. At any rate, the 
marked effects of the ending of EPT 
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have largely worn off and 
the market, accordingly, 
will require new ammuni- | 255 
tion in the form of proof 
that a definite recovery in | 2.5 
business is underway, This 
may come later. a 

Market leadership has 
swung away from the | ,,. 
blue-chips to special issues | 370+ 
dominated by highly indi- 
vidual considerations. The 
wide move in Montgomery | 350 
Ward, obviously the result 
of a pending proxy fight, 
has been conspicuous. An- 
other high flyer has been | '30}- 
General Dynamics, now 
the object of widespread 
interest on the possibility | 120 
of a stock split. Acquisi- 
tion, or rumor of acquisi- 
tion of one company by | 10 
another also has been ac- | ¢5 
companied by heavy spec- 
ulation in the shares con- 
cerned. The public has | « 
played an increasing part 
in this type of speculation. 
It has also been going in 
more heavily for the low- 
er-priced and “secondary” 
stocks. 

Whatever significance 
may be attached to current io 1 3 3S 7 Ot 
hesitancy in the market, it 
is apparent at least that 
the volume of new daily 
highs is diminishing. 
There are still a number of issues pushing ahead but 
daily highs, which averaged about 100-125 in the 
earlier part of August, have now shrunk to an 
average of about 50. This includes preferred stocks. 

While some profit-taking is apparent, real selling 
pressure, except among individual stocks affected 
by poor earnings statements or unfavorable dividend 
action, is lacking. It is noted that on days when the 
market was weakest, the volume of transactions fell 
off considerably. This is generally accepted as a sign 
that the fundamental structure of the market is still 
strong. 
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63 





Varying Trends 


The market gives the impression of being under 
the influence of different and, often contradictory 
trends. Thus, blue chip stocks have been in a narrow 
area now for some time and, while it cannot be said 
that there is any real weakness in that important 
category, it is also true that they are finding it more 
difficult to carry through. A number have already 
backed away slightly from their highs of July. In! 
stitutional buyers, as is their custom after a large 
advance, apparently prefer to wait a while before 
entering the market for these stocks on a substantial 
scale. Ordinary investors find the yields on these 
Issues too low to reach for. 

The search for issues which have not participated 
much in the long upturn of the market marks the 
activity of the rank and file of investors. Many of 
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them have been attracted to the so-called depressed 
groups, of which the movie stocks have lately given 


an improved market performance. Outside the 
movies, however, speculation in depressed stocks 
may prove premature as conditions among the tex- 
tiles and coal companies, for example have thus far 
not improved much. 


Sound Investment Policy 


All in all, while the market shows signs of hesi- 
tation, it has thus far given a good account of itself. 
At least selling pressure has not been sufficient to 
precipitate liquidation on a wide scale. 

So far as policy is concerned, salting away of some 
part of accumulated profits will appeal to those who 
have been spculating for the rise. So far as new pur- 
chases are concerned, it would seem a matter of 
common sense to exercise greater discrimination in 
view of the elevated levels of the market. A consider- 
able number of opportunities, however, may still be 
found among the better-grade of those issues which 
have been holding back. We shall endeavor to point 
out these opportunities 1n coming issues of The Mag- 
azine of Wall Street. 

Sound policy dictates adequate reserves for the 
more speculatively-minded. Investors who hold stocks 
mainly for income, and on which they are more or 
less dependent for this purpose cannot, of course, 
afford to maintain non-income-producing reserves 
for too long.—Monday, August 30. 
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THE BUSINESS OUTLOOK 


Through 3rd — 


By E. D. KING 
Managing Editor, The Magazine of Wall Street 


White there are increasing signs that the 
business recession has run its course, concrete evi- 
dence that full-fledged recovery is on the way is lack- 
ing. It is true that optimistic statements on the out- 
look have been emanating from Washington, and the 
President recently placed himself on record as being 
pleased with the business situation. No one wishes 
to challenge this high authority. Still, the obvious 
contradictions in the business picture should not 
be ignored or glossed over. 

One can and, in fact, should agree with the Presi- 
dent’s statement that “the recent decline in eco- 
nomic activity has come to a halt” without, at the 
same time, necessarily inferring that substantial 
improvement is around the corner. While conditions, 
in general, undoubtedly have stabilized to a greater 
degree than thought likely a few months ago, impor- 
tant industries are still operating at well below 
capacity. Unemployment is still substantial, at 5.1% 
of the total labor force, more than twice the monthly 
average for last year, and this problem is far from 
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firms are succumbing to competition. _ ; 
On an over-all basis, however, the situation ap- 


lateau 
ir the 


pears more promising than indicated among specifichitests 
industries. The decline in the value of the nation’sAmeric 
total output (gross national product) which started} slicht 
a year ago appears to have finally come to a haltlh the - 


In the second quarter, gross national product ac- 
tually registered a small gain to $356 billion, from 
the preceding quarter’s $355.8 billion. Perhaps 4 
better perspective is obtained by comparing these 
figures with the $369.9 billions registered in the 
peak June quarter of 1953. It will be seen that there 
has been a $14 billion deficit in the volume of the 
nation’s total business which must be made up first 
before we can speak of a return to full prosperity. 


The Public Buying 
The maintenance of high personal expenditures, 
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in the face of considerable unemployment remains 
one of the most remarkable features of the current 
economic situation. Disposable income (personal 
income after taxes) has been buoyed up by savings 
in taxes in force since the beginning of the year. 
As a result spending for goods and services has been 
increasing moderately. This has been translated into 
a4 somewhat improved retail sales situation with 
consumers increasingly disposed to rely on credits 
for their purchases. At any rate, savings, as per 
cent of disposable income, has been declining. In 
the June quarter, this figure stood at 7.8% of the 
total, compared with 8.6% in the preceding two 
quarters. This might seem to indicate that con- 
sumers are commencing to relinquish the tight hold 
over their purses which featured business conditions 
in the latter half of 1953. Consumer credit is actu- 
aly rising steadily and now has touched a figure 
of close to $28 billion, compared with a recent low 
f $27.1 billion. 





Major Factors in the Economy 


Two general factors have had an important effect 
n the business situation. The first of these, the 
ecline in government expenditures, is just com- 
encing to lose its force: the second, the savings 
" fn federal income taxes, since the beginning of the 
‘fear, is commencing to make itself felt. 
The cut in government expenditures, notably in 
efense categories, played an important part in the 
ecession. Signifleantly, many plants which had 
perated at capacity turning out military and re- 
ated equipment are still feeling the loss of this 
“¢ usiness. The problem has been to replace defense 
vith civilian orders. a difficult task, complicated 
yw the growing intensity of competition. 
Since the first of the year, about $7.4 billion 
fen been slashed from the federal tax bill. This has 








een an important factor in sustaining consumer 
emand. 

Likewise, with respect to expenditures specifically 
or new plant and equipment, an extraordinarily 
high level has been maintained, considering the 
enerally recessionary trend up to Spring. Projected 
apital expenditures for the third quarter are esti- 
lated at $26.8 billion, a decline of only $2 billion 
ince the peak quarter (September) last year. This 
must be considered a minimum decline, contrasted 
vith an investment of not less than $142 billion 
fr plant and equipment since the end of World 
icatesWar II. 

nchedj That capital expenditures should remain on a high 
lateau after past enormous outlays, speaks well 









n ap-for the underlying strength of the economy and 
pecificfttests the dynamism of the growth factor in 


ition’sAmerican economic life. From present indications, 
tartedB slicht dip in capital expenditures may be expected 
. halt.h the next few months but not enough to signifi- 
ct ac-fantly affect the year’s total. This, as in recent years, 
fromfemains one of the chief supporting elements to 
aps business. 
these 
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Sales, Taxes and Profits 







One of the most confusing elements in business 
day is that while total sales for manufacturing 
td trade have lost considerable ground since the 
kak months of 1953 and in June this year, for 
Xample, (latest available data) were about $2.7 
lllion lower than a year ago, net corporate income 
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has held up remarkably well. This has been largely 
due to the end of the excess profits tax, which has 
benefited many companies; and to lower operating 
costs, as a result of more efficient management. 
However, while the earnings picture generally is 
satisfactory, as evidenced by the flock of favorable 
reports of corporations for the first half of the 
year, lack of adequate sales has been a severely 
retarding influence on the smaller companies oper- 
ating in the marginal areas of their industries. 
These companies obviously have not benefited from 
the disappearance of the excess profits tax and 
their earnings are quite poor, indeed. Unless they 
can manage to increase their sales substantially, it 
is difficult to see how they can regain an adequate 
earnings position. 

The accompanying table showing the relationship 
between sales, taxes and profits of a few large cor- 
porations illustrates the great effect which lower 
taxes have had on sustaining profits in the face of 
lower sales. However, it is important to realize 
that this is a fortuitous circumstance and that ac- 
tually pre-tax earnings for most companies have 
been declining. Were it not for the lower tax rates 
in effect, as a result of the disappearance of EPT, 
many corporations showing up with big net earnings 
would not be faring so well. 


Trend of Important Factors 


Four sensitive indicators of business are sales, 
inventories, new orders and unfilled orders. These 
are all interlocked and their relationship to one 
another indicates whether the cumulative factors 
operating on business are favorable or unfavorable. 








Changes in Manufacturers’ Inventories 
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1) Sales. Retail sales, relatively, are better than 
manufacturing. The monthly peak last year was 
$14.4 million. Sales wavered somewhat in the early 
part of this year but have come back strong and 
appear likely to break all records this autumn. 
Manufacturing sales, though showing greater sta- 
bility in the past three months, at $24.1 billion are 
still well below the $26.8 billion peak in October 
of last year. Most of the decline is due to the lag in 
demand for durables. Drop in household equipment 
and automobile sales are mainly responsible. The 
outlook in-this area is far from clear at this writing. 


2) Inventories. The glut in inventories last year 
played a large part in last year’s recession. Since 
the end of 1953, however, there has been considerable 
progress in reducing unwieldy stocks, Total stocks 
in manufacturing and trade have been reduced 
from a peak of $82 billion last September to June’s 
figure of $78.9 billion. Manufacturers have cut their 
stocks from $46.6 billion, last year’s peak, to $44.5 
billion. Apparently, manufacturers have been will- 
ing to let their mill stocks run off pending a pickup 
in sales. Nevertheless, while manufacturing inven- 
tories are lower, they are still at unsatisfactory 
levels in relation to sales. The present ratio of 
manufacturers’ inventories to sales, 1.8, is actually 
higher than the 1.7 ratio last October, indicating, 
either that inventories must be further reduced, or 
sales increased, or both. This is one of the essential 
factors causing hesitancy among buyers, as they do 
not wish to be more fully stocked until the sales out- 
look clears. No amount of optimistic talk is likely 
to change the hard fact of this situation. 


3) New Orders. The volume of new orders, while 
increasing moderately of late, is still insufficient to 
stimulate production beyond present levels, which 
are well below the peak of last year. New orders 
now remain more or less constant at a level between 
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. A with a peak monthly total of $25.1 billion 
Lower Taxes Sustain Profits Against Lower Sales in June of 1953. With the volume of new 
on eins orders at approximately dead center, it is 
eon ep ee % 10 Half % apparent that a substantial change for the 
(millions) Change (mit.) Change better awaits a revived demand for heavy 
goods, such as autos, and household equip- 
Bethlehem Steel ment which, thus far, have not materially 
I ca teistasioes $1,056.2 $1,0258 — 28 $ 8847 — 162 benefited from the upsurge in consumer 
income Taxes ..... 97.2 64.0 — 34.1 56.0 — 42.3 demand. 
Net Income ... 59.4 745 + 25.4 585 — 15 
> Si 4) Unflled Orders. Ot the four com- 
on —— 730 +213 278.1 — 28 ponents of business activity, this remains 
Income Taxes ............. 47.8 35.4 — 259 17 — 336 the weakest. The decline in backlogs since 
Net Income on 25 276 +226 281 + 248 || the peak of last year, when they stood at 
re $74 billion, has been extremely drastic. At 
General Electric the end of June, they amounted to $48.9 
Sales 1,560.4 15677 + 4 14475 — 7.2 billion, a drop of about one third. Obvious- 
Income Taxes 1950 W335 — 4170 W450 — = ly, the decline has come about as a result 
Net Income ......... 75.4 = eS USSU of the satisfaction of past orders with little 
General Motors prospect of a real buildup such as occurred 
Sales 5440.5 45874 156 5,066.0 -— 68 || after Korea. 
Income Taxes 764.4 290.1 — 62.0 4579 — 40.1 The above represents a fairly compre. 
Net Income .. 312.8 2853 — 87 425.2 + 26.4 hensive picture of the trend of major 
factors affecting the economy and the 
Standard Oil of Calif. business outlook. A more intimate view 
Sales 518.3 562.1 + 8.4 5495 + 60 of current business conditions and pros- 
Income Taxes 40.4 242 — 40.1 be - =. pects may be obtained through a survey 
Net Income 91.3 S t- 7 of the basic industries. Since these indus- 
_—_—__— =a tries influence the entire gamut of business 


_ in this country, their current trends possess 
great significance. As a practical condition, these 
trends are reflected in the day-to-day decisions and es- 
timates of responsible executives who are in close 
touch with their industries and business in general. 
It is more important to note their actions than their 
words, no matter how sincere these expressions may 
be. It is interesting to note that while the statements 
of these officials verge on the optimistic, their actual 
programs are on the cautious side. Some clue as to 
their attitudes may be found in the following: 


1) Steel. The current steel situation is somewhat 
disappointing, with operating schedules hovering 
week after week around the 63-64% level. It had 
been hoped that sufficient business would materialize 
to warrant raising the rate by September at least. 
It now appears, owing to the lull in the auto indus- 
try, that this hope will have to be deferred until 





























Basic Trend in Manufacturing 
January 1952—June 1954 
FRB Index 
Production New Unfilled 
(1947-49100) Sales Inventories Orders Orders 
————_(All figures in billions, seasonally adjusted) 
1952 
| March 123 $23.2 $43.7 $23.1 $69.0 
June ... 118 21.6 42.9 24.3 72.5 
September 131 24.7 42.7 24.4 75.7 
December 131 24.3 43.8 24.4 725 
1953 
March .. 138 $26.7 $44.6 $24.6 $73.4 
June ..... 136 26.1 46.3 25.7 73.6 
September 135 26.2 46.6 23.2 67.2 
December 124 23.9 46.9 21.5 58.3 
1954 
March ... 125 $25.3 $45.9 $23.8 $53.2 
eee 124 24.1 44.5 22.8 48.9 
RE Fe aN eemneceneensearenmeemcvenennts senmemnreeinn~ -unsesed 
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October. Under present conditions, it appears that if 
an operating rate of around 70-75% can be reached 
in the fourth quarter, this is the best that can be 
expected. (A special review of the steel industry 
will be found on page 686.) 


2) Chemicals. Generalization on this highly heter- 
ogeneous industry are not practical. However, one 
factor common to the industry, as a whole, may be 
cited as indicating the estimate of leaders as to 
prospects for the next few months. That is the fact 
that the budget for capital expenditures for 1954 
will be reduced below the 14% cut planned earlier 
this year. While this gives recognition to the fact 
that a good portion of the needed expansion has been 
completed, it also would seem to indicate that, by 
and large, the industry feels it has more current 
capacity than it can use, at least over the next sev- 
eral months. Some mild leveling-off in sales seems 
in sight. (This industry is reviewed separately on 
page 690.) 


3) Petroleum. Essentially, the industry is in the 
process of belatedly establishing control over its 
burdensome inventories. Increase in demand which 
has been averaging about 1.5% on an annual basis 
is well below the 5% increase in consumption last 
year. In relation to the inventory problem this is 
an important factor. A slight increase in the rate of 
demand is expected for the balance of the year suffi- 
cient to maintain satisfactory profits for the large 
well-integrated concerns with foreign outlets. Com- 
panies producing crude domestically only face a 
period of lower profits. Refiners’ position has re- 
cently bettered, as indicated by their ability to 
post higher prices for the product. 


4) Auto. The third quarter this year will be the 
poorest. The industry is now concentrating on its 
change-over to 1955 models. There is some uncer- 
tainty as to the extent of public demand for the new 
cars. While the industry expresses much confidence, 
it is noted that it has delayed placing orders for 
large tonnage steel. Based on sustained high nation- 
al income, however, the industry could pick up sub- 
stantially in the fourth quarter. In the meantime, 
every effort will be made to stimulate sales. One 
thing is certain—that competition will be extremely 
keen. The return to more normal conditions in the 
industry would indicate that total production for 
the second half of the year will be under that of the 
first half, thus re-establishing the pre-war pattern. 
(A full review of the industry will be found on 
page 694.) 


5) Construction. This remains by far the bright- 
est spot in the business picture. Total construction 
this year should approximate $36 billion, an increase 
over $34.7 billion recorded in 1953. This is an im- 
pressive showing, considering the drop of $2 billion 
in projected expenditures for new and modernized 
plant and equipment. This loss was more than com- 
pensated for by increased public construction and, 
especially, residential construction. Both categories 
are in a strong position and should continue to 
maintain their present levels well into 1955. 


6) Railroads. For the first six momths, traffic de- 
clined about 13%, but the rigid cost structure turned 
this into a decline of approximately 50% in aggre- 
gate net income. Some improvement in traffic is ex- 
pected for the balance of the year, and net income 
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should improve sufficiently to reduce the total decline 
for the year to 25-30%, compared with the 50% de- 
cline in the first half. 


Conclusion 


One of the features of present-day business con- 
ditions is the widespread optimism over the out- 
look, despite the fact that as yet, we have had signs 
only of a leveling-off process rather than a genuine 
uplift. Perhaps, it is a relief over the failure of the 
recession to deepen rather than concrete proof of an 
important change for the better which is causing so 
many businessmen to adopt an optimistic attitude. 
Or, it may be due to the fact that the Administration 
is distinctly friendly to business. 

Nevertheless, it is important, indeed, that we have 
reached bottom after a year’s contraction in business. 
That this bottom is (Please turn to page 710) 





Plant and Equipment Expenditures 


have declined slightly since last year . . . 
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By WARNER T. WILSON 


- still in the midst of troublous times 
with both foreign and domestic political and eco- 
nomic shadows far from dispelled, the Administra- 
tion has made clear, in its handling of the Budget 
position at the mid-year, that it is determined to 
continue its policy of reduction of Federal expendi- 
tures and to bring the Budget into balance by 1956. 
The Congress not only has backed up the Adminis- 
tration policy but has even reduced requests for 
appropriations. All this has been achieved in spite 
of tax reductions running into the billions since the 
new Administration came into office. 

New funds asked for 1955 by the Administration 
amounted to $56.9 billion for the major supply bills. 
Congress has cut $2.6 billion from the requests. For 
these appropriations, the Budget requests were $4.3 
billion under the $61.2 billion appropriated for fiscal 
1954. So this means that the Congress has worked 
a total reduction of $6.9 billion. It must be considered 
that neither Congress nor the Executive has any 
option as to certain fixed charges such as interest 
on the Public Debt, pensions to veterans and the 
like where a continuing obligation of the Govern- 
ment must be met, regardless of any policy of 
economy. 

It is true that the end of the fiscal year last June 
30 showed a deficit of a little over $3 billion ($245 
million less than had been estimated in January) but 
this must be compared with a deficit of more than 
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$10 billion which had been planned 
for this particular fiscal year by the 
last Administration, All this is due 
to the abrupt reversal of policy tow- 
ard conduct of Treasury affairs, 
toward taxation and toward the en- 
tire economic outlook! 


$67.6 


$65.6 


Antidote for Inflation 


Together with a determination to 

bring the Budget into balance in 

1956 there is the necessary concom- 

mitant determination to halt the in- 

flation which, over the preceding twenty years had 

reduced the purchasing power of the dollar by not 

far short of fifty per cent. In addition to the billions 

in tax reductions through expirations, there is the 

reduction of $7.5 billion which will result from the 

new tax law. Although tremendously burdened by 

lingering obligations inherited from the last Admin- 

istration, the Treasury has sought to bring an end 

to deficit financing by operation of a whirlygig of 

short-term issues and to reduce borrowing to sup- 
port the Government as a deliberate policy. 

The result of this combination of purposes, the 
result which has had the deepest and broadest effect 
upon the entire economy of the nation, is that the 
purchasing power of the dollar has varied only one 
half of one cent in the last eighteen months. The 
Administration cannot yet claim that it has reversed 
inflation; it can demonstrably claim that it has 
stopped the elevator from going un any further. 
Presumably, with a continuation of the same policies, 
the descent will begin with a commensurate increase 
in the dollar’s purchasing power. 

For the first six months of the current year, sub- 
stantial savings were effected by careful paring of 
estimates and by the Executive demand that econo- 
mies should be practiced wherever possible. The 
end of the fiscal year on June 30 showed a reduction 
of $2.5 billion under the total national security 
Budget estimate of $46.2 billion of last January. Not 
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only economies in operations but revaluation and 
re-examination of military plans and objectives made 
ossible a reduction from January estimates of 
$1,404,000,000 from the $41,550,000,00 then bud- 
geted. Also there was a reduction of $680 million 
from the item of $4.2 billion estimated in January 
for the Mutual Military Assistance program. 

The Congress has never been grudging where 
appropriations for the Atomic Energy Commission 
are concerned yet it proved possible to decrease 
expenditures for that agency by $307 million, largely 
because of some revision of plans and a stop in the 
spiral of rising construction costs previously figured 
on. Last January an estimate was made that expendi- 
tures for stock-piling of strategic materials would 
amount to $770 million. Actual outlay was $120 
million under this sum, largely because of delays in 
deliveries and partially because of a few reductions 
in price. 

Although there is an entire category of govern- 
mental costs regarded as fairly static because of 
continuing obligations, savings were even managed 
here. To be sure, forces and events beyond any 
prediction or control enter. For example, the Budget 
had estimated that farm price supports would cost 
$1,404,000,000 whereas they actually cost $417 mil- 
lion less. Then too, it was estimated that the com- 
bined item of interest on the Public Debt and on 
tax refunds would cost $6.6 billion whereas the 
experience was that the cost was $141 million under 
that figure. Grants in aid cost $100 million more 
than was estimated but, for the entire category of 
what are called in Treasury parlance, the perma- 
nents; that is, practically fixed charges, there was 
an actual decline in expenditures of $656 million. 

Outside the national security field, there were 
notable reductions and this category shows that 
Treasury outgo was no less than $934 million under 
the figure of $8,047,000,000 which had been the 
Budget estimate of January. Of special importance 
here is that operations of the Federal Housing and 
Home Finance Agency brought into the Treasury 
net receipts of $614 million. This was $511 million 
more than was estimated in January. This experi- 
ence reflects greater participation of private financ- 
ing in construction and is especially interesting 
inasmuch as it took place at the very time so many 
groups, notably labor unions, were crying that the 
country was descending into a major depression! 


More to the Air Force 


The final figure, after adjustments in conference, 
of appropriations for the Department of Defense 
was $28.8 billion. This is $5,451,000,000 less than 
Defense appropriations for fiscal 1954. Emphasis has 
been swinging away from the Army and Navy and 
to the Air Force. The Congress has, of course, 
appropriated vast sums to maintain the older forces 
but, while making an overall reduction, it has been 
Aad Force which has been treated most gener- 
ously. 

Vast sums had ben spent on the Army over the 
past few years, creating for it an extensive plant 
which suffers little deterioration in peacetime and, 
It is understood, little obsolescence. Thus it has been 
possible to appropriate for 1955 only about $7.6 
billion for the Army as compared with nearly $13 
billion for fiscal 1954. The Navy is not so susceptible 
of reduction but it is notable that there has not been, 
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as in former years, a progressive increase. The 
appropriations for both last year and 1955 have 
been just under $9 billion. 

For the Air Force, the Congress has maintained 
a high rate of expenditure with about $11 billion, 
very little different from last year’s figure. However, 
this was $380 million under what the Budget had 
called for. What is regarded as especially important 
is that a definite policy has been laid down in the 
law to steadily continue with the upbuilding of wing 
strength. On June 30, 1954 the Air Force had a 
wing strength of 115. On June 30, 1955 a strength 
of 120 wings is called for; on June 30, 1956, a wing 
strength of 127 and at the end of the 1957 fiscal 
year, a strength of 137 wings, There may be from 
twenty to forty or more warplanes to a wing. depend- 
ing upon the type, bomber, fighter or what. Over 
this same period, that is to the end of fiscal 1957, 
the Air Force personnel is to increase to 955,000 to 
975,000. 

In addition to its fresh appropriation, the Air 
Force has an item of $4,058,000,000 of unobligated 
funds from previous appropriations so it will have 
between fourteen and fifteen billions to be going on 
with. It is planned to spend some $3,280,000,000 on 
complete aircraft with another $1,660,000,000 for 
what are described as “component spares and spare 
parts.” It is of special interest to note that the 
amount allocated to guided missles is $549 million 
compared with only $284 million in the previous 
fiscal year. Altogether, the Air Force is planning 
to spend in what may be termed the industrial field ° 
about $6,450,000,000 by the end of the fiscal year 
1955 ending next June. 

There are for the Air Force such items as $353,- 
400,000 for weapons and ammunition and another 
$411 million for electronics and communications 
equipment. Something for the space cadets and 
writers of science fiction (Please turn to page 710) 
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N. Y. Times 


The statutory debt limit of $275 billion has just been increased 
temporarily by Congress. The new limit will be $281 billion, until 
June 30, 1955, when the authorized extension expires, bringing 
the debt back to the old figure of $275 billion. 
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P osterity is going to look back upon 1954 
as the big year of corporate mergers. Consolidations 
have been taking place so fast that it is difficult to 
keep up with those taking place and those on which 
negotiations have been started. Rumors of more 
mergers develop with almost every tick of the clock. 
Some, like back-fence gossip, are without founda- 
tion; others have more than a modicum of truth 
in them. 

Talk that a certain company is negotiating to 
acquire another apparently is all that is needed these 
days to arouse greatly increased speculative interest 
in the market for their shares. A good illustration 
is the recent action of Mack Trucks shares on 
rumors that White Motors might take the former 
over and operate it as another division of its organ- 
ization. Mack Trucks, which hovered between 1214 
and 151% through most of the first half of this year, 
became suddenly active, moving up to a recent high 
of 23. This occurred despite Mack’s earnings of but 
23 cents a share for the first six months of the year. 
Apparently, buyers of the stock on the way up had 
in mind the company’s assets of about $37 a share 
that might be liquidated for capital gain. For White 
Motors to take over Mack appears to be a “natural,” 
as it would round out White’s line of heavy-duty 
trucks and add materially to its present strong posi- 
tion in the truck field as a result of the 1951 acquisi- 
tion of Sterling Motor Truck Co., and its purchase 
of Autocar Co. in 1953. Be this as it may, recent 
market activity in Mack Trucks stock had no firmer 
base than merger gossip. Mack Trucks officially 
states there will be no merger with White. 
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Industrial companies are not alone in becoming 
involved in the current wave of mergers. Banks also 
are reacting to the impulse to absorb other banking 
institutions. One of the foremost moves among the 
banks is the proposal of the Chemical Bank & Trust 
Co. of New York to merge with the old line Corn 
Exchange Bank Trust Co. Up to early August, 
Corn Exchange shares, the only bank issue listed on 
the New York Stock Exchange, moved within a 
range of 60-6714. Rumors of the pending merger 
sent the stock up 11 points in active trading, and 
by the time news of the proposal was out Corn 
Exchange shares moved up to a high of 92, and then 
eased off about 5 points. Renewed strength pushed the 
stock to 9234, a three-week gain of 25 points. 


Mergers Among Banks 


A merger of the two organizations would advance 
the new bank to the sixth largest in the U. S. Chem- 
ical Bank & Trust is offering two shares of its 
stock, currently selling around 50 in the unlisted 
market, and having a book value of $50.33 a share 
for each share of Corn Exchange with a book value 
of $69.75 a share. Chemical doesn’t believe this is 
such a high price to pay considering Corn Exchange 
Bank’s 78 branch offices in the metropolitan area, 
including sections where Chemical, which has only 
19 branches, has no representation. Moreover, the 
Corn Exchange owns about 50 per cent of the 
properties occupied by its branch banks, and carries 
them on its books at below estimated market value. 
The merger, if and when consummated, would bring 
two strong New York banking institutions into a 
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still stronger organization with total deposits, on 
the basis of June 30, 1954 statements, of approxi- 
mately $1.5 billion, and assets in excess of $2.7 
billion. 
Beth Steel — Youngstown Merger 

One of the biggest deals reported to be pending 
is that which may result in a consolidation of Beth- 
lehem Steel, the second largest steel producer, and 
Youngstown Sheet & Tube Co., occupying sixth place 
in the industry. Neither company has made any com- 
ment regarding a possible merger, but Bethlehem 
officials admit that conversations have been carried 
on. This combine would place the merged companies 
in a much stronger competitive position and Bethle- 
hem would also benefit from Youngstown’s com- 
pletely integrated ore-to-steel operation. Another big 
advantage of such a merger would be the integration 
of Youngstown’s mid-West production facilities. 
While Bethlehem is well situated to serve the eastern 
seaboard through its Sparrows Point, Md., Lacka- 
wanna, N. Y., and its Pennsylvania mills, and the 
entire West Coast through its Bethlehem Pacific 
Coast Steel Corp., plants, it has been at a disadvan- 








tage in its efforts to serve Chicago and Detroit, two 
of the largest steel markets. The Youngstown Sheet 
& Tube mills in the Ohio area as well as those in 
the Chicago district would close the gap, giving the 
combined companies much better geographic distri- 
bution. This alone would be highly advantageous, 
especially in times when competition for sales in 
the industry is so keen that producers are willing 
to absorb freight charges. On the other hand, 
times of tight steel supplies when end users have to 
pay the freight or the bigger part of it, they are 
more apt to give their orders to mills close to their 
own plants. Aside from this, a Bethlehem-Youngs- 
town merger would undoubtedly permit eliminating 
or reducing duplication of products now being man- 
ufactured by the two companies operating as sepa- 
rate entities, and also make possible certain operat- 
ing economies. 

Not all the mergers that have taken place in 1954, 
or those on which negotiations have been started, 
involve companies operating in the same industries. 
Many of them represent companies going afield for 
the purpose of diversifying activities. A classic ex- 
ample along these lines is New York Shipbuilding 
Corp.’s acquisition of (Please turn to page 717) 
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MERGERS 


RECENTLY COMPLETED MERGERS 


NASH-KELVINATOR—HUDSON MOTOR CAR: Competitive conditions 
in the automotive industry forced merger under new corporate title, 
American Motors Corp. The combi should ultimately 
benefit from operating economies and stronger sales organization. A 
little time, however, will be required to effect some changes. Next 
year’s sales depend on ability of new company, which is undergoing 
managerial reorganization, to meet keen “big three’’ competition. 


STUDEBAKER CORP.—PACKARD MOTOR CAR: Merger into new 
Studebaker-Packard Corp., a self-preservation move. The new company 
should be able to effect substantial ec ies and be in a better posi- 
tion to push sales because of its stronger distributor-organizaion. The 
big question is: Can sales be expanded sufficiently in 1955 to make 
operations profitable? 


MATHIESON CHEMICAL—OLIN INDUSTRIES, INC.: Merger resulting 
in creation of Olin Mathieson Chemical Corp., with combined assets of 
approximately $500 million. Combine will permit joint operations in 
petrochemicals and jet fuels as well as provide an inter-division market 
for several of Mathieson’s chemical products used by Olin in production 
of some of its diversified output. One of the stronger recent mergers. 


BURLINGTON MILLS—PACIFIC MILLS—GOODALL-SANFORD, INC. 
Consolidation provides increased diversification of textile products as 
well as a stronger competitive position and a more favorable outlook 
for greater stability in both production and prices. 


LOWENSTEIN (M) & SONS—WAMSUTTA MILLS: Acquisition by Low- 
enstein of the Wamsutta Mills, manufacturing a broad line of cotton 
goods enhances its already strong position in the textile industry. 
Wamsutta’s production and valuable trade name should prove profit- 
able under Lowenstei t. 


= J 


GRACE (W. R.) & CO.—DAVISON CHEMICAL CO.: Merging the $56 
million Davison Chemical Co., prod of agricultural, industrial and 
specialty chemicals, represents the second move in less than one year 
by the Grace pany in expanding its interests in the growing chem- 
ical industry. A basically sound merger. 


EKCO PRODUCTS—ADAMS PLASTICS CO.: Acquisition of Adams 
Plastic provides Ekco with its own source of materials for use in con- 
nection with its output of cutlery and other housewares. Ekeo has further 

















IN 1954 


EAGLE-PICHER—FABRICON PRODUCTS, INC.: Purchase by Eagle- 
Picher of Fabricon marks the former’s entry into the fast-growing 
plastic and packaging materials fields. Other Fabricon products include 
felt deadeners used largely by the automobile builders and other fiber 
products. Fabricon has shown good earnings in the last two years and 
should prove a profitable addition to the Eagle-Picher organization. 


GENERAL DYNAMICS—CONSOLIDATED VULTEE AIRCRAFT: General 
Dynamics’ merging of Convair as one of its divisions put the parent 
company with its Canadair, Ltd. subsidiary, in the front rank as an 
aircraft builder. Convair, in addition to its production for the Armed 
Forces, is also the manufacturer of Convair ““Mainliner” planes used ex- 
tensively by a number of commercial airlines in this country and abroad. 





MERGERS PROPOSED 


BETHLEHEM STEEL—YOUNGSTOWN SHEET & TUBE: This is one of the 
biggest mergers in the making. The bringing together of these two 
companies would result in a completely integrated steel producer with 
a number of producing and distributing advantages neither company 
has individually. The lidation, if « ted, should be highly 
advantageous from the standpoint of both sales and earnings. 





AMERICAN WOOLEN—TEXTRON, INC.: Proposed sale of Textron, Inc., 
textile properties and its interest in Robbins Mills should, if approved 
by Woolen’s stockholders, result in a practically new and reanimated 
American Woolen Co., in a stronger competitive position than any it 
has enjoyed in many years. 


CHEMICAL BANK & TRUST—CORN EXCHANGE BANK TRUST: 
Proposed merger has been unanimously approved by directors of both 
banks, and will be submitted to stockholders of the two organizations 
at special meetings scheduled for October 14. The consolidation, sub- 
ject to the vote of stockholders, would result in the creation of the 
Chemical Corn Exchange Bank which would rank as the sixth largest 
bank in the United States. It would have 98 branch offices blanketing 
the Greater New York area and extensive facilities for every banking 
requirement. 


GRACE (W. R.) & CO.—DEWEY & ALMY: Merger plan is being worked 
out by both companies. Acquisition of Dewey & Almy by the Grace 
pany which only recently acquired the Davison Chemical Co., would 





expanded this year, having bought the entire outst 

stock of McClintock Manufacturing Co., producers of food handling 
equipment for restaurants, hotels and retail meat markets. Both acqui- 
sitions have increased Ekco’s diversification, the benefits of which should 
be reflected in larger sales and higher earnings. 


RUBEROID CO.—EBSARY GYPSUM CO., INC.: Ruberoid, well en- 
trenched in the roofing and building materials field, has further 








strengthened this position by its purchase of Ebsary Gypsum, maker of & Scott organization, one of the largest marine salvage and heavy con- 
gypsum wall board and other materials which Ruberoid will add toitsline. struction companies. Such a merger should prove advantag 
. — 


extend W. R. Grace chemical interests and give it a number of addi- 
tional products, materially furthering the Grace position in the chemical 
industry. 


MERRITT-CHAPMAN & SCOTT—MARION POWER SHOVEL: Inclusion 
of Marion Power Shovel, manufacturer of cranes, excavating and other 
construction equipment, would fit in nicely with the Merritt-Chapman 
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POLITICALLY stupid performance by Stephen Mit- 
chell, chairman of the Democratic National Com- 
mittee who casually accused President Eisenhower 
of what amounts to high crime and misdemeanor, 
has opened the exit door for himself. He has been 





WASHINGTON SEES: 


The danger that lurks in the dying days of a 
congressional session was spotlighted by a rash 
of legislative actions that reflects little of the calm, 
deliberate judgment which marked the earlier 
months, and the outlook is even worse: two years 
from now, coming up against a national election 
that will be fiercely contested, the rules of reason 
are likely to go out through the window. 

Action on the communist issue is a good speci- 
men for examination. How to accomplish the goal 
of beating down subversion was a consideration 
lost in a contest to show which individuals and 
political party could most convincingly hate com- 
munism—in public. Whether the draft agreed on 
is the best is a question only the test of time will 
decide. But that’s beside the point. President Eisen- 
hower and J. Edgar Hoover hardly would be 
classed as friends of the reds, or as uniformed as 
to the dangers. They were ignored. Safe prediction 
now is that those loudest in demands for drastic 
penal action against the commies will be among 
the first to cry out against “inherent danger of 
thought suppression.” 

Congress kicked the farm price support bill 
around to the point where it appeared close to 
the end of the session that there might be no new 
legislation. It is conceivable that such a result 
might be in some minds. 

Atomic Energy Act amendments were largely a 
compromise drawn out of the fact that the law- 
makers wanted to go home and those with fish 
to fry knew that the threat of prolonging the ses- 
sion was an effective form of extortion. So cong- 
ress moved with too little real consideration to the 
weight of its actions, plunged into some things that 
might better have waited. 








—PULLING A POLITICAL ‘‘BONER’’— 


By “VERITAS” 


proclaiming desire to get back to his law practice 
but it was political off season and there seemed no 
point in replacing him by another who very likely 
will be asked to step aside when the democrats nom- 
inate their national ticket. But when Mitchell said 
Ike had steered the Dixon-Yates contract (to supply 
electric power to atomic energy works in TVA area) 
and blew the breath of scandal on the whole deal he 
aroused his own party men to action. The thing they 
want least (especially the candidates) is an issue 
built on Ike’s integrity. 


REPUBLICAN committeemen from several strategic 
areas are pleading with the White House economic 
staff to give them something more specific to cam- 
paign on than the almost offhand statements that 
the downward economic spiral has been arrested 
and there are “signs” of improvement. That is inter- 
esting for academic intellectual pursuit but it means 
nothing to a congressional candidate whose district 
includes cities classified by the U. S. Department of 
Labor as unemployment trouble zones. 


RUSSIA is not giving wide publicity to its program 
of reciprocal trade agreements but a sufficient num- 
ber of nations are embraced in it to give the State 
Department real concern. Moscow naturally needs 
no agreements with the countries it dominates; 
there’s nothing reciprocal there. It’s the non-com- 
munist bloc that is being watched. Political and 
other interests are closely allied to trade pacts; if 
that weren’t so the Cordell Hull program would have 
been dropped by congress long ago. Russia’s record 
shows 12 bilaterial trade agreements in 1953, 20 
more expected this year. Targets for 1955: Burma, 
Japan, Indonesia, and West Germany. 


UNIONS see southern democrats in the party’s 
driver-seat, and they aren’t enthusiastic about it. 
It’s cited that the democratic strength in congress, 
overall, is at a lower point than it reached in many 
years, but southern democratic strength is constant 
and the men from below the Mason-Dixon Line, they 
say, can call the turns, make such compromises as 
the GOP may want to enter into. The union chiefs 
aren’t fighting the war over again; they’re interested 
in the outlook for labor, reform and “liberal’”’ bills. 
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When congress returns to Washington for the 
next regular session it must face up to the fact 
that the American merchant marine is diSappearing. 
Some of the more pessimistic see it existing in name 
only by 1965, unless the government finds a way to get 
new modern ships on the ways with no loss of time. 
The problem is money; the question is: Can Uncle Sam 
afford to spend amounts necessary to get back into 
contention as a world shipping entry. Nothing is being 
done to overtake the rapid deterioration of merchant 
vessels built during World War 2, now well into the last 
decade of their estimated useful life. And these 
constitute about 90 per cent of the craft in our 
shipping business. 




















At the end of the war with Germany, Italy, 
and Japan, noncombat shipbuilding stopped almost as if 
by the turn of a spigot. Craft under construction 
were completed and after a surveying pause, some companies went into a fair pace 
(for peacetime), then levelled off again. Unless orders not now in sight are placed 
1955 will dawn with no merchant vessel on the shipyard ways. And everything that 
has been done in the past two years was under government sponsorship and financing; 
private operators have not delivered a set of plans to a yard since 1952. 























The government's concern is not wholly with the existence of United States 
bottoms plying the seas. That's important, of course, for prestige reasons and 
other desirables, but the simple fact is that there must be work to keep the highly 
skilled crafts alive. Other industries offering more steady employment are making 
deep inroads and there's little if any incentive for young men to launch appren- 
ticeship in an art that offers only Spotty employment. Repair work isn't enough, 
and most of the heavy reconstruction jobs are being handled in navy yards which, 
for the same reasons as obtain in the private yards must have activity if they 
are to have vitality. 























Once more, the competition with lower foreign wages is asserting itself. 
It costs almost twice as much to build a merchant ship in the United States as it 
costs in efficient competing yards on other shores. And if that problem is over- 
come by subsidy or otherwise, there still is the matter of maintenance in 
service -- higher payroll again. The Japs for example (an extreme one to be sure) 
can keep a vessel afloat in service for about 10 per cent of what it costs under the 
American flag. Constant tinkering with the 100 per cent of parity policy has 
kept shipping lines on the uneasy seat. While the government's insurance of balanc- 
ing off the financial advantage of foreign building and crew-ing still holds good, 
shippers have no guaranty it will always stand. Consequently, there is no 
expansion program. 
































The U.S. Maritime Commission is expected to submit a report before year's 
end, summarizing findings of a long study. The Commission filed a report shortly 
after World War 2 and President Truman submitted it to congress with recommendations 
that the merchant fleet not be "sent up James River." Enhusiasm reigned; soon it 
was forgotten. President Eisenhower proclaimed the need in a special message 
to congress and two bills resulted: Rep. Thors F. Tollefson, (r), Washington, to 
authorize the Maritime Commission to contract for 60 ships annually; Senator John F. 
Butler (r) Maryland, to authorize the commission to order 20 ships a year. 

Neither bill was acted on. 




















At long-last the government has decided to abandon the idea that Russia 
can be persuaded to do more than talk peace, and plans will go forward to develop 
pacts looking to development of nonmilitary uses of atomic energy, with or without 
Soviet participation. President Eisenhower has thrown the switch; cooperating 
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federal agencies will make parallel studies, one contemplating Red participation 
and the other with the communist bloc left out. The long-range project began last 
December with Ike's dramatic appearance before the United Nations to paint a picture 
of the humane side of the subject. The President hoped at that time not only to 
convince the Russians but also to plant the seeds of awareness among other nations, 
to assure them that this is big enough to go it alone if the commies persist in 
balking. The basis remains the same: a multi-nationalized pool of fissionable 
material and know-how, to be tapped only by those countries whose purposes are 
plainly and convincingly stated to be the cause of peace. 




















Except to point up mistakes that inevitably creep into anything as big 
and as new, the experiences with NATO (North Atlantic Treaty Organization) will 
supply few guides for the formulation of SEATO (South East Asia Treaty Organiza- 
tion). From Eisenhower and Dulles on down, there's agreement that the part of 
the world SEATO would embrace needs the economic and military restoratives that 
only joint action and mutual effort can bring. But there are problems: how 
expansive should the group be, whom Should it include, what should it embrace, 
how to implement it fast enough to make it serviceable to the cooperating countries 
and not an excuse for aggressors to move in with "liberating" offensives? And there 
is the over-riding consideration of to what extent this country is willing to 
entangle itself, take part in giving assurances, threatening sanctions. 





























The zone is large enough to swallow up billions of dollars of relief funds 
in one form or another, and still show nothing for the outlay of money and effort. 
Therefore, while money will figure largely in the plan, regardless of its forn, 
it is not the No. 1 ingredient of a Successful pact. The educational and missionary 
work will be difficult. It won't be easy to find a common denominator ina 
group of countries whose customs, sects, and cultures run the gamut of possibility. 
Result must be individual attention to the requirements of each nationalistic group, 
and with that comes the usually insuperable problem of fine weighing, playing 
no favorites. 


























India and Burma may take leadership in finding the solution. At very 
least these countries may save our State Department from getting so deeply 
enmeshed as to bring on loss of friends faster than new groups are won over. The 
two big countries have been outspokenly critical of colonialism, have fought it at 
every turn. They have preached the goSpel of "Asia for Asians," and have had the 
chant taken up even in such friendly lands as the Philippines. They can hardly 
allow the Yankee dollar to reach deeply into their domestic programs; yet there is 
no possibility that congress will grant money without some strings attached. 
Whatever the outcome, this much now seems certain: the United States will not take 
the leadership role in forming SEATO as it did in NATO. There are several reasons 


but the major one is the certainty that it would be resented by the Asians who, 
however, will not be slow to ask for aid. 


























The Hatters" Union strike at Norwalk, Conn., has continued so long that it 
is being accepted as part of the American scene, but the by-play has important 
financial implications. Once considered to be the best-fixed union, per capita, 
it has had its Treasury depleted by 11 months of strike. Benefits paid out or 
obligated have left the treasury holding a million dollar red slip. Against this 
backdrop, the hatters came up against the probability that a large milliner -- 
Kartinger Hat Corporation -- might be forced to close two plants, let out more 
than 700 union workers, if not given immediate access to $250,000 in working capital. 
The union which would have cheerfully picked up the notes one year ago, could lend 
only $50,000, but individual unioneers made up the difference. 





























Union funds now are invested in many types of business including banking. 
An interesting example is found in Washington, D.C., where the United Mine Workers 
controls banking interests which make the UMW the third largest banker in the 


Nation's Capital. The treasuries of CIO and AFL units are overflowing with money 
which may one day spell the difference between being on jobs, and on benefit rolls. 
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he casual visitor to Japan would have diffi- 
culty in detecting signs of the much talked-about 
crisis in that country. Despite a program of auster- 
ity launched last year by Prime Minister Yoshida’s 
Government, Japan has the outward appearance of 
a prosperous country. Industrial production has 
never been higher, construction industries are boom- 
ing, and there is relatively little unemployment. The 
streets of Tokyo and Osaka are crowded with im- 
ported cars, and this summer season has been the 
gayest since the end of the war. 

_But that is the surface of things: the underlying 
situation is quite different. Attempting to live in a 
style which should long ago have been abandoned in 
view of the war, the loss of her colonial empire, and 
the growth of population, Japan is now within sight 
of economic collapse. Governor Ichimada of the 
Bank of Japan, in his recent talk to Japanese 
bankers, warned that the present accelerated drain 
on the country’s foreign exchange resources will, if 
allow to continue, “necessitate a big curtailment 
of the import of Japan’s foodstuffs and essential raw 
materials, with the result that consumers’ livelihood 
will be threatened, operation of enterprises will be 
interrupted and forced to decline, and there will be 
a large increase in unemployment—in short, social 
unrest will doubtless be created.” 

Unless some miracle occurs, this drastic curtail- 
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A scene on the Ginza, main shopping district of 
Tokyo, Japan has made substantial recovery since 
post-war days, largely aided by American contribu- 
tions of one sort or another. Now this aid is dimin- 
ishing and Jap leaders are pondering over how 
to overcome this important disadvantage. Mr. 
Horoth’s article does much to dispel current illusions 
fostered by misleading propaganda. 
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CRISIS 





By V. S. HOROTH 


ment in Japan’s purchases abroad may have to be 
effected within the next few months. As will be seen 
from the accompanying table, Japan is now drawing 
on her accumulated foreign exchange reserves at the 
annual rate of about $400 million, as against a rate 
of $200 million in 1953. The reserves, which reached 
almost $1,300 million in the months following the 
outbreak of the Korean war, were reduced to about 
$724 million by May of this year. Of this amount 
some $160 million are blocked in Korea and Indo- 
nesia and $60 million are owed to the International 
Monetary Fund, so that the maneuverable reserve 
is down to about $500 million. In other words, Japan 
has about a year’s grace. 

Unless another war in the Far East gives Japan 
a temporary lift as the Korean war did, something 
will have to be done to prop up her economy. It is 
questionable whether Japan could become self-sup- 
porting without a decline from the current standard 
of living. Thus some outside assistance will be 
called for, since the present Yoshida Government is 
not strong and popular enough to carry out the 
drastic measures of belt-tightening and controlled 
investment which Japan really requires. Otherwise 
a very dangerous situation is bound to develop 
which, in view of Japan’s strategic position and 
military potential, might weaken the whole defense 
system in Southeastern Asia. It is quite possible that 
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an economic collapse might draw the Japanese peo- 
ple, against their own will, into the political and 
economic embrace of Red China. 


Comparison with Germany 


The basic underlying weakness of Japan’s econ- 
omy—(one) the rapid growth of population (two) 
the lack of basic raw materials for industry, and 
(three) the dependence of the Japanese economy on 
exports—are too well known to our readers to be 
covered in detail. But the question may be asked 
why West Germany, whose economic and social 
problems after the war resembled those of Japan, 
has done so much better in making herself self- 
supporting. 

In the first place, the Germans have returned 
decisively to a free market economy; they have kept 
their budget in balance, encouraged savings by cre- 
ating confidence in the Deutsche mark, and retained 
only enough of the welfare state to make some pro- 
vision for their still sizable group of unemployed. 
Not so Japan. Japan has never deflated as much as 
Germany, and consequently the currency still has a 
good deal of water in it. People have tended to spend 
all their earnings so that in contrast to Germany, 
only a relatively small proportion of postwar re- 
building could be financed from savings. Moreover, 
Japan has experimented since the war with plan- 
ning and has maintained welfare standards which 
are low perhaps in comparison with the West but 
high in view of the reconstruction job that had to 
be done. 

Second, the Germans have consistently used the 
resources available to them to force-feed the indus- 
tries working for exports. These industries have 
received huge sums for capital investment. Because 
the Germans have enlarged and modernized their 
export industries, they have been able to compete 
successfully in world markets. In comparison, the 
Japanese have done little to guide the flow of invest- 
ment capital, tending to look with favor on any 
project that would help absorb the unemployed. The 
result was that capital that should have gone into 
the expansion and modernization of export indus- 
tries has instead financed the expansion of indus- 


tries working for the home market. Now it is hoped 





that the austerity policy, the raising of money rates, ¥ 


and the new emphasis on sales taxes, which are to 
hold down domestic consumption and boost Govern. 


ment revenues, will eliminate high-cost enterprises FF 


as well as the industries producing luxury goods. 
Instability of Export Markets 


But Japan has been plagued not only with bad 
management but also with bad luck. In comparison 
with Germany, the markets for her exports products 
have been severely limited by factors largely beyond 
her control. The world market for silk and silk prod- 
ucts, which before the war contributed some 30 per 
cent of Japan’s foreign exchange earnings, has near- 
ly vanished. China and Manchuria, which were the 
chief market for Japan’s chemicals, steel products 
and other heavy industry goods have been closed 
largely because of the embargo. What has remained 
are such “vulnerable” export items as textiles, bi- 
cycles, canned fish, ceramics, and glass, all of which 
have been subject to tariff reprisals and discrimina- 
tion on the part of other countries and to wide 
fluctuations in demand. 

Japanese exporters have been plagued by one diffi- 
culty after another. It was hoved that Southeastern 
Asia would in due time become an important cus- 
tomer for Japanese exports, offsetting the loss of 
the markets and raw materials supplies of China and 
Manchuria. But the development of such Southeast 
Asian countries as Indonesia, Burma, and Thailand 
has been disappointing because political instability 
and nationalist policies have discouraged any inflow 
of private developmental capital. Korea and For- 
mosa-China are refusing to trade with Japan until 
the problem of reparations is settled. This is also 
true of the Philippines, which is intent on industrial- 
izing and is discriminating against Japanese goods. 
Textiles, Japan’s leading export, are bound to be 
particularly affected by the industrialization and 
the growing self-sufficiency of her old customers. 
All Southeast Asian countries have, moreover, suf- 
fered a loss of purchasing power following the post- 
Korean decline of commodity prices, and some of 
them owe Japan money’ (Please turn to page 716) 
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Japan: Receipts and Payments of Foreign Exchange and Other Economic Indicators 
Foreign Exchange Payments. Loans 
——Foreign Exchange Receipts__ Excess of Balance of Gold &  — Cost of Invest. 
Visible U.S. Other Visible Invisible Receipt (++) Payment Foreign _Living of BKs 
Exports Spending Items Total Imports Items Total Payments(—) Deficit (—) Exchange 1950 (000,000 
(in millions of dollars) (in millions of dollars) Surplus (-+-) Mill. $ 100 yen) 
1950 772 235 1,008 645 32 677 +331 — 84 564 100 971 
1951 1,297 766 177 2,240 1,725 184 1,909 +331 +463 924 116 1449 
1952 . 1,289 832 118 2,239 1,718 206 1,924 +314 + 92 1,101 121 2015 
1953 . 1,156 816 148 2,120 2,100 213 2,313 —193 —313 895 130 2543 
1953 
Qrl : aay 178 34 479 475 46 621 — 42 997 125 2142 
Bisse ee 203 40 532 574 56 630 — 98 915 129 2250 
a scecnciss 223 36 544 464 55 519 + 25 908 131 2394 
Dx; 314 212 38 564 587 56 643 — 79 895 136 2544 
1954 
Or 8... 355 131 34 520 617 65 682 —162 740 138 2578 
ee 340a 150a 54a 544a 515a 57a 572a — 38a 724b 138 2589a 
a—Based on April-May figures; b—May 1954 Source: Int. Monetary Fund and Ministry of Finance, Tokyo 
onetime AT RAE EIN EERE © A ES I EE ELLIE SIS EE AOI STONED RNS 
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of Values; Earnings and Dividend Forecasts 


* * 


* 


Correct Prospects and Ratings for Steel—Chemical—Auto & Parts—Tires 
Part 5 


. the past half year, investors have 
been confronted with the seeming paradox of rising 
stock market values and, to say the least, extreme 
variations in corporate earnings. Upon closer exami- 
nation, the paradox does not seem so much of a para- 
dox, after all, as the market advance, in the main, 
has been confined to stocks of individual companies 
with the most impressive showing in earnings and 
those which give the greatest prospect of continu- 
ing this performance. 

Under current changing conditions in industry, 
the market has become more selective than ever as 
those companies which show the greatest effect of 
rising competition and mixed general economic con- 
ditions commence to reflect this trend in falling 
earnings, in contrast to companies which have been 
able to make a favorable showing notwithstanding. 
It is, therefore, not surprising that in a situation 
which reflects the ebbing of the abnormal prosperity 
of the years 1950-53, investors should adopt a much 
more discriminating attitude towards securities. 

It goes without saying that investors must pay 
increasing attention to changes in the affairs of their 
companies, especially where they may signify that 
dividend maintenance is less secure than formerly. 
By the same token, profitable opportunities for in- 
come and appreciation may await investors who are 
closely in touch with the affairs 


dustry are described in detail, together with an 
analysis of the basic factors influencing these trends. 
In addition, we present a tabulation containing the 
most important data required by the investor on 
each of the leading companies in each industry in 
order that he may conveniently acquaint himself 
with their background. These compilations are also 
useful to investors desiring to make comparisons 
between the various companies of the respective 
industries. 

Each company is briefly commented on, giving 
the highlights of their position and outlook. Follow- 
ing these comments is an investment rating of each 
security. The key to these ratings is as follows: 
A, High-Grade; B, Good; C, Fair and D, Poor. The 
ratings are based entirely on investment values 
according to the fundamental outlook for each com- 
pany and as reflected by its record over a period of 
years in varying business conditions. 

Current earnings trends are indicated by numer- 
als attached to the lettered investment rating. Thus, 
B' indicates stock of good quality with rising earn- 
ings trend; C? indicates stock of fair quality with 
lower earnings trend. In special cases, we have 
marked certain stocks with an (*) indicating a 
preference. 

We have made every effort to make this feature 
as practical as possible and trust 








of companies in a favorable posi- 
tion. Obviously, in a mixed situ- 
ation such as the present, in- 
vestors who obtain the maxi- 
mum information available are 
in the best position to protect 
and advance their interests. 

In order to assist our sub- 
scribers to take the fullest ad- 


Industries Covered in 
Mid-Year Re-Appraisal 


— in six consecutive issues of 
The Magazine: 


Railroads — Merchandising — Tex- 


that our subscribers will derive 
the greatest benefit from the in- 
formation we have presented. To 
ensure this end we suggest that 
readers retain the table for 
future reference. 

Both comments and ratings 
are necessarily based on current 
conditions affecting the _ indi- 





vantage of our sources of infor- 
mation and our interpretation of 
these facts, we herewith inaugu- 
rate our traditional Mid-year 
Dividend Forecast. This will 
appear in six successive issues 
and will cover in detail the ma- 
Jor industries listed in the ac- 
companying “box.” Current and 
prospective trends in each in- 
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tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Equipments 
—Rail, Elect., Farm, Office Equipment 
— Machinery — Specialties — Air- 
craft — Airlines — Bus and Ship- 
ping — Oils — Steel — Chemical — 
Auto & Accessories — Rubber & Tires. 

















vidual companies and as they 
are likely to develop in coming 
months. New and, possibly un- 
expected, developments on the 
specific companies will be cov- 
ered in future issues and it is 
advisable that subscribers keep 
closely in touch in order to 
acquaint themselves with any re- 
visions that might be required. 
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CAPACITY OF STEEL PRODUCING STATES 
{Het tons of ingers ond vies! for castings es of Jamvory 1, 1954) 


Aleboms 4,771,520 Morylond $5,884,000 Oregon 140,000 
* Colihortin 3,158,470 Massachusetts 787,000 Pennsyivonin =—-:14,037,460 
ee Colorado 1,485,000 Micheqar 6,550,780 Rhode Islond 93,000 
Connecticut 188,280 Minneseto 973,000 Tennessee 34,000 
Delawere 494,570 Missouri $30,000 Texes 4,789,900 
George 300,000 New Jertey 242,800 Utoh 1,879,000 
Wares 16,800,200 New York 6,349,530 Virginio 12,000 
indiana 14,968,500 Ohio 24,388,060 Woshington 390,000 

Kentacky 1,820,420 Obteboss 70,920 West Virginia 2,668,000 
TOTAL Y. S.A. 124,330,410 
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WILL STEEL DEMAND REVIVE? 


By H. F. TRAVIS 


bf steel industry has passed through a vital 
test this year. It has raised prices, for the first time 
in its history, while operations were less than 70 
per cent of capacity. In this way, it has escaped the 
squeeze on profits currently being felt in many other 
industries through the rise in labor costs. This 
performance has important long range implications 
for steel investors. 

Two uncertainties, however, surround the earn- 
ings picture for the steel industry for the rest of 
this year. In the first place, it cannot be said as yet 
that the test of the higher prices for steel products 
has been completed. Operations are still at a low 
level—less than 65 per cent—when expressed as a 
percentage of capacity, although they are no lower 
than the 1947 to 1949 average when expressed in 
terms of steel tonnage produced. As long as the rate 
stays at this low level, increased competition could 
result in price cutting. It does not appear, however, 
that this will happen, because major steel producers 
are better aware of their costs than ever before, and 
they know the destructive effect which price cuts 
would have on their own profit structure and on 
general industrial stability. 

The second uncertainty surrounds the date when 
steel operations will turn up. It had been thought, 
when the Summer lull began, that August would see 
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the beginning of a slow upturn. Now it appears that 
operations in September will be only a little better 
than August, and very likely will remain below 70 
per cent. This means that the third quarter will 
show an average production rate of only about 62 
to 65 per cent of capacity, as against 70 per cent in 
the second quarter. Hence earnings in the third 
quarter are certain to be down 10 to 20 per cent, per- 
haps more, than the second quarter showing, in spite 
of the price increase of $3 a ton on steel products, 
which more than offset the increase in direct labor 
costs. 


Fourth Quarter Rise? 


By the time the third quarter earnings reports ap- 
pear, however, it will be the end of October, and the 
steel rate should be slowly rising towards a fourth 
quarter peak of 70 to 75 per cent of capacity. The 
decline in steel operations during July did not act 
as a damper on steel stocks, but the failure of 
August to show a recovery has probably been a re- 
straining influence on these shares’ market action. 

For the longer range, however, the steel demand 
picture seems brighter. Consumers reduced their in- 
ventories of steel and finished products sharply in 
the first half. Surveys show that some companies 
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Position of Leading Steel & Iron Companies 
Ist 6 Months Full Year - 
Net Sales Dividend Per Share Price 
1953 s 1954 Net Profit Margin Net Per Share Earned Per Share Indicated Range Recent Div. 
—+(Millions)—— 1953 1954 1953 1952 1953 1953 1954 1953-54 Price Yield 
ACME STEEL $ 39.6 $ 33:2 6.4% 4.2% $ 1.29 $ .70 $ 2.35 $ 3.35 $ 1.60 $ 1.60 2634-20 22 7.2% 
W.C. (mil.) ‘52—$13.6 
W.C. (mil.) ‘53—$15.7 
ALLEG. LUDLUM STEEL 134.3 85.2 3.3 2.2 2.47 1.01 3.37 4.40 2.00° 2.00 3912-2518 36 3.5 
W.C. (mil.) ‘52—$33.7 
W.C. (mil.) ‘53—$34.2 
ARMCO- STEEL 291.7 267.0 $5 y A 3.08 3.64 6.01 6.50 3.00 3.00 517-3052 49 6.1 
W.C. (mil.) ‘52—$123.9 
W.C. (mil.) ‘53—$134.1 
BETHLEHEM STEEL .... 1,056.2 884.7 5.6 6.6 5.87 S77 8.80 13.30 4.00 - 5.75 8212-4432 77 7.4 
W.C. (mil.) ‘52—$499.6 
W.C. (mil.) ‘53—$401.6 
BYERS, A. M. 29.0! 10.8! 4.11 (d) 5.0! 3.67! (d) 2.931 2.38 3.65 2.00 50° 2758-1512 24 
W.C. (mil.) ‘52—$6.6 
W.C. (mil.) ‘53—$6.3 
CARPENTER STEEL 40.311 35.511 6111 6.111 5.7811 5.1411 6.71 7.57 3.00 3.00 497-39% 46 6.5 
W.C. (mil.) ‘52—$12.8 
W.C. (mil.) ‘53—$10.5 
COLO. FUEL& IRON 248.82 250.22 3.2° 2.8- 3.09 2.462 2.64 3.09 1.50 7 2058-144 17 
W.C. (mil.) ‘52—$56.8 
W.C. (mil.) ‘53—$56.7 
CONTINENTAL STEEL 212 19.2 4.1 4.6 1.77 1.79 yA 3.20 1.40 1.40 22 -15% 21 6.6 
W.C. (mil.) ‘52—$8.8 
W.C. (mil.) ‘53—$8.2 
CRUCIBLE STEEL .... 126.3 84.5 3.1 a 4.81 79 6.13 5.29 8 5S 3358-2034 26 
W.C. (mil.) ‘52—$37.9 
W.C. (mil.) ‘53—$38.6 
FOLLANSBEE STEEL 18.4 13.9 3.6 (d)2.9 1.54 (d) .89 1.87 2.46 1.00 1.005 23 -11%4 21 47 
W.C. (mil.) ‘52—$11.0 
W.C. (mil.) ‘53—$10.1 
GRANITE CITY STEEL 44.1 33.4 72 4.6 1.85 79 2.83 3.77 9 9 20%-14% 17 
W.C. (mil.) ‘52—$18.0 Se 
W.C. (mil.) ‘53—$13.2 
INLAND STEEL 289.7 280.0 5.4 6.9 3.20 3.92 4.85 6.90 3.50 3.50 6712-3578 62 5.6 
W.C. (mil.) ‘52—$148.3 
W.C. (mil.) ‘53—$145.6 
INTERLAKE IRON 40.1 31.6 6.8 3.8 1.41 .63 2.75 2.96 1.50 1.20 19%-1312 16 7.5 
W.C. (mil.) ‘52—$21.0 
W.C. (mil.) ‘53—$19.6 ex 
JONES & L’LIN STEEL 327.8 261.3 5.0 3.13 2.52 1.223 2.91 4.77 1.95 2.00 2738-19 26 7.6 
W.C. (mil.) ‘52—$ 93.4 
W.C. (mil.) ‘53—$102.6 
KEYSTONE ST’L & W. n.a. n.a. 3.04° 2.59 2.87 1.60 1.60 2512-2058 25 6.4 
W.C. (mil.) ‘52—$14.1 
W.C. (mil.) ‘53—$16.4 
LUKENS STEEL 69.6! 54.84 4.64 3.14 10.094 5.464 7.29 11.35 4.00 4.00 4534-3638 44 9.0 
W.C. (mil.) ‘52—$13.7 
W.C. (mil.) ‘53—$11.7 
NATIONAL STEEL 339.8 251.8 7.0 5.1 3.27 1.78 5.11 6.71 3.25 3.25 5672-4012 51 6.3 
W.C. (mil.) ‘52—$145.1 
W.C. (mil.) ‘53—$135.6 
(d)—Deficit. 6—Paid so far in 1954; div. omitted 7/28. 
n.a.—Not available. 7—Paid 5% stock thus far in 1954. 
1—9 months ended June 30. 8_Paid 8% stock in 1953 and 4% stock thus far in 1954. 
2—Year ended June 30. eg es é : A 
‘ P 9—Paid 12% stock in 1953; no payments thus far in 1954. 
3. i i tice foll d in 1953. 
ae a abs ri si lala 10_Paid 8% stock in 1953 and 6% stock thus far in 1954. 
5—Plus stock. 11_9 months ended March 31. 
(Please turn to page 689) 
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are continuing this gradual liquidation i in the second 
half. But as soon as this process is completed—and 
that point cannot be too far off—consumers will have 
to increase their purchases. Hence, it is probably 
safe to say that as long as the general economy op- 
erates at the present level—which was 124 for July 
for the Federal Reserve Board’s industrial produc- 
tion index, the normal expected rate of steel output 
should be over 70 per cent. 

This is demonstrated by a comparison of the per- 
formance of the FRB index and steel operations 
since the 1953 peak was reached. The FRB index 
had dropped from 137 to 124, a decline of only 10 
per cent. But the steel production rate has declined 
from 100 to less than 65, or 35 per cent. In other 
words, the steel rate has dropped over three times 
as fast as general industrial activity. Since steel is 
a product which goes into general industry use, it 
is clear that steel consumers have been cutting steel 
inventories more than the decline in their own pro- 
duction rate. This is borne out by the continued high 
level of department store sales, which are only a 
couple of points under the total for the first eight 
months of last year. 

If the Federal Reserve index remains where it 
was it can probably be expected that steel opera- 
tions should go at least to 70-75 per cent of cap- 
acity, when the inventory liquidation process has 
been completed. Of course, it is possible that instead 
of that happening, the downward cycle could be 
resumed with the index of industrial production fall- 
ing to lower levels. The Administration, however, is 
closely watching business trends, and it sees no evi- 
dence of such a secondary decline. 

If the business recovery fails to develop vigor in 
September and October the Administration can be 
counted upon to give industry more than a gentle 
nudge, by distributing defense orders more liberally. 
This would have an immediate effect on steel opera- 
tions. It would also have a sympathetic reaction on 
steel buyers, who would cease to reduce their in- 
ventories, 


Earnings Performance by Quarters 


Quarter by quarter this year, steel earnings have 
held up better than expected. In the first quarter, the 
decline in ea'nings for big producers like U. S. Steel, 
Bethlehem, Republic and Inland was much less than 
the drop in operations. The earnings decline aver- 
aged only about 10 per cent for the major producers 
compared with the same period of 1953, when oper- 
ations were at capacity. The ending of the excess 
profits tax, as of Dec. 31, 1953, contributed to that 
sterling performance, of course. But increased effi- 
ciency of the new mills built in recent vears, together 
with the closing down of the older facilities, were 
also factors in the maintenance of profits at rela- 
tively high levels. 

In the second quarter, with operations dropping, 
on the average to 70 per cent, or over 10 ner cent 
lower than in the first quarter, the big integrated 
producers were actually able to show a good im- 
provement in profits, compared with the first quarter 
of 1954. Increased efficiency and vigorous cost cut- 
ting is apparently paying off handsomely. This is 
shown by the fact that steel production in the first 
half of 1954 was 24 per cent less than in the first 
half of 1953, yet the entire industry’s earnings were 
down only a little over 15 per cent. For the big in- 
tegrated companies, the performance was better 
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than for the industry as a whole, for those com. 
panies have done an outstanding job in installing 
labor saving equipment. 

At current prices, the steel break-even point of 
the most efficient is under 50 per cent of capacity, 
But that is merely an academic question, as long as 
the production rate remains above 60, and seems 
destined to average close to 70-75 considering cur- 
rent levels of general industrial production, and the 
long range impact of the Full Employment Act. 

For the rest of this year, several factors other 
than prices and the operating rate will dominate the 
market action of the steel stocks. Here are some of 
the trends which will have to be watched: 

Mergers: The discussions between Bethlehem and 
Youngstown Sheet & Tube seem to point to an in- 
tensification of the merger trend. Already there have 
been rumors of mergers involving Allegheny-Ludlum 
and Inland Steel, in one deal, and Republic and 
Wheeling in another. These rumors are said to have 
no substance. Nevertheless, there are strong com- 
pulsives towards mergers. Aside from greatly in- 
creasing operating efficiency, the big achievement 
realizable from mergers is better marketing. The 
emphasis is on distribution in steel today as it has 
not been at any time in the last fourteen years. 
Freight absorption is back in the picture. But freight 
costs are so high, that the individual steel companies 
will want to hold it to a minimum. This is best 
achieved by having mills in all of the important steel 
consuming centers, so that the customers in each 
area can be served by a local mill. 

Aside from the mergers that may take place in- 
volving big integrated companies like Bethlehem 
and Youngstown, others are likely to involve the 
semi-integrated and non-integrated companies—those 
which lack pig iron or steel ingot capacity. Rolling 
mill producers of specialties, which lack basic cap- 
acity, can help the marketing picture of some of the 
big integrated companies, by rounding out the list 
of products. Diversification is being sought in every 
industry today, to provide increased stability. The 
same force is working to encourage mergers in steel. 
The merger trend is likely to provide plenty of am- 
munition to the market gossips during the next year 
or two. 

Dividends: The better-than-expected performance 
of the leading steel companies points toward increas- 
ed generosity in dividend payments by some com- 
panies. The only question is whether the need to 
maintain working capital will tend to discourage 
such increased distributions in the final quarter. 
U. S. Steel, for example, has borrowed $300 million 
to replenish its working capital, depleted by its huge 
investment program. It is hard to believe, however, 
that U. S. Steel would allow this relatively small 
debt to stand in the way of a better dividend, if 
earnings justified such a move. 

Rather, it would seem more likely that the financ- 
ing set the company in a position to improve the $1 
quarterly dividend with at least a fourth quarter 
extra. There is every indication that the directors 
would like to do so. But much will depend on the 
status of production and incoming orders when the 
fourth quarter dividend meeting is held. 

Companies like Inland, Republic and Bethlehem 
should be able to retain enough earnings, even at 
the reduced rate of operations in the third quarter, 
to come up with a total for the nine months well 
above dividend distributions for the same period. 

The non-integrated (Please turn to page 712) 
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W.C. (mil.) ‘52—$170.7 
W.C. (mil.) ‘53—$159.3 





————— enn iti? 0 a aaa RCE CEES on 
Position of Leading Steel & Iron Companies (Continued ) 
Ist 6 Months een _ anes Full ton : 
wn a Net Profit Margi Net Per Sh E ee, eee 
on gin et Per Share arned Per Share Indicated Range Recent _ODiv. 
7 —Willionsy— 1983 1954 19531954 1952 1953 1953 1954 1953-54 Price ‘Yield 
PITTSBURGH STEEL... $78.1 $606 5.1% 5% $2.76 $id).25 $3925 $261 & 10 & 10 ovajon a 
Se $3.25 $261 $ 1 g¢ 10 9434-1258 17 % 
W.C. (mil.) ‘53—$20.8 
REPUBLIC STEEL . 602.1 4326 47 57. 4.72 4.01 7.21 9 _ 
9 ge Rig ROO : 25 4.12¥2 487 62 -40% 62 7.8 
W.C. (mil.) ‘53....$192.3 
SHARON STEEL 94.8 479 43 es 3.73 59 4.65 - 6.1 00 Yy y - 
ee iis ; 10 4.00 2.50 4312-27% 30 83 
W.C. (mil.) ‘53—$36.3 
U. S. PIPE & FDRY 45.8 na. 8.1 de 4.05 4.73 4.89 7.37 3.00 3.00 611 9 7 
W.C. (mil.) ‘52—$23.3 , ~ ~~ ie 
W.C. (mil.) ‘53—$27.1 
U. S. STEEL 1,920.1 1,670.8 5.4 5.6 3.54 3.11 4.54 7.54 3.00 3.00 56 -33% 54 55 
W.C. (mil.) ‘52—$326.5 
W.C. (mil.) ‘53—$346.0 
WHEELING STEEL 111.5 949 63 4.6 4.33 2.45 6.44 7.49 3.00 3.00 44%-30% 42 7.1_ 
W.C. (mil.) ‘52—$76.3 
W.C. (mil.) ‘53—$64.3 
WOODWARD IRON 16.9 na. 15.1 na. 3.64 3.62 6.14 7.86 4.00 4.00 5512-36 52 7.6 
W.C. (mil.) ‘52—$5.4 
W.C. (mil.) ‘53—$9.5 
YOUNGS. SH’‘T& TUBE 282.9 223.4 5.2 4.0 4.46 2.71 6.84 9.21 3.75 3.75 65 -34 60 62 





(d)—Deficit. 
n.a.—Not available. 
1—9 months ended June 30. 
2—Year ended June 30. 
3—On basis of accounting practice followed in 1953. 
4—36 weeks ended July 3rd. 
5—Plus stock. 


6—Paid so far in 1954; div. omitted 7/28. 
7—Paid 5% stock thus far in 1954. 

8—Paid 8% stock in 1953 and 4% stock thus far in 1954. 
9_Paid 12% stock in 1953; no payments thus far in 1954. 
10_Pagid 8% stock in 1953 and 6% stock thus far in 1954. 
11_9 months ended March 31. 








Acme Steel: Producer of strapping and other fabricated profits; has been 
hit by inventory reduction trend but should do better in second half. 
Earnings cut nearly 50 per cent in first half. C2 

Allegheny-Ludlum: Profits cut sharply by low operations in stainless and 
other alloy steels in first half. Keen competition between stainless and 
aluminum has forced postponing of price increase on stainless. This may 
adversely affect second half earnings. C2 

Armco Steel: Brilliant earnings performance reflects strong position in fab- 
ricated products and steel specialties, as well as favorable situation of 
some plants to serve oil industry in Southwest. Al* 

Bethlehem Steel: Efficient steel producer, has made fine earnings perform- 
ance in first half. Will be aided from here on by orders booked by its ship- 
building division. Merger with Youngstown, if consummated, would make 
Bethlehem even stronger. Al* 

Byers, A. M.: Sharp drop in earnings resulted in passing of 25 cents 
quarterly dividend. Improvement in wrought pipe demand noted, but not 
likely to be enough to take company out of red this year. Seeking diversi- 
fication. D2 

Carpenter Steel: Voted extra of $1 in August out of earnings for fiscal 
year, though net was affected by drop in alloy sales. C2 

Colo. Fuel & Iron: Earnings showed smart recovery in second quarter, 
doubling net for first quarter of 1954. Slow demand for heavy railroad 
steel. Speculative possibilities exist through its holdings of land in areas 
where oil, gas or uranium may be found. C2 

Continental Steel: Earnings improvement in the second quarter should be 
resumed in the fourth quarter. Wire demand has been slow, may improve 
soon. Cl 

Crucible Steel: Failure of stainless prices to rise would tend to curtail 
earnings. Earnings improved in second quarter, but may be down again 
sharply in the third quarter. C2 

Follansbee Steel: This company has agreed to sell its assets for $9 million 
to New York group. Building materials and chemical units will be merged 
into Follansbee corporate shell. Follansbee shareholders will receive shares 
in the merged corporations. 


Granite City Steel: Located in prosperous Chicago district, its earnings 
should show long term growth. First half results showed drop of 50 per 
cent in net, though sales were off only 25 per cent. C2 


Inland Steel: Splendid earnings performance in first half points to steady 
growth. However, room for early sharp improvement not as great as for 
other producers which have been operating at a lower rate this year. Al* 


Interlake Iron: First quarter earnings dropped to lowest level since 1947, 
with sales off 25 per cent from 1953. Foundry industry, major user of 
Interlake’s iron, still operating at low level but should turn up in fourth 
quarter. High depreciation charges are cutting earnings. C2 


RATING: A — Best grade. B — Good grade. C — Fair. D — Poor. 


1 — Sustained earnings trend. 


Jones & Laughlin: Earnings running well below a year ago, but showed 
slight gain in second quarter. Revival of buying by auto companies should 
help in fourth quarter. Heavy debt militates against early increase in 
cash dividend. B2 


Keystone Steel & Wire: Earnings hit by reduced demand in farm market 
for woven wire fencing and siding. Should do better with any improvement 
in farm incomes. C2 


Lukens Steel: This semi-integrated producer can be expected to improve 

inings, with any gain in volume. Earnings cut in half in first nine montns 
of fiscal year. A semi-integrated producer, it may be sought in mergers 
because of East Coast location. B= 


National Steel: Earnings off sharply in first half, due to labor difficulties 
at big Great Lakes Steel subsidiary. Has strong position in Midwest, par- 
ticularly serving auto and can industries. Should stage strong recovery in 
fourth quarter. B? 


Pittsburgh Steel: Earnings sharply lower in first half, though second quarter 
showed gain. Will recover with upturn in auto business, in which it now 
has an important stake. C2 

Republic Steel: Made good recovery in earnings during second quarter, but 
should share in general third quarter earnings dip. Stressing diversification 
in consumer products, titanium ore, etc. Bl 


Sharon Steel: Earnings almost wiped out in first quarter, but recovered 
fairly well in second quarter. Dividend of $1 may be reduced. Facilities 
not as new or as well located as some of major producers, but will do 
much better in active steel market. C2 


U. S. Pipe & Foundry: Competition from new kinds of pipe may prevent 
important sales gains for cast iron pipe during next few years. Residen- 
tial building activity will keep sales and earnings high this year. C1 


U. S. Steel: Huge expansion program tapering off, will permit more liberal 
dividend policy if general business picture holds steady or improves. 
Plants on efficient basis, labor relations more stable, 
sustained. Al* 

Wheeling Steel: Diversification in fabricated consumer products should 
mean improved earnings in second half. Second quarter earnings almost 
tripled first quarter showing. B! 


earnings well 


Woodward Iron: Pig iron demand in South will depend on demand from 
foundries, which has been remarkably steady, reflecting housing boom. 
Earnings fully up to 1953 level. B! 


Youngstown Sheet & Tube: Sought by Bethlehem in merger. Has strong 
position in Chicago area, and is important producer of oil country goods. 
Second quarter earnings doubled first quarter total. B? 





2 — Lower earnings trend. * — Most attractive of group. 
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Prospects for Chemicals 
—Looking to 1955 


By GERALD L. WILSTEAD 


es a group, chemical stocks continue to sell 
close to their highs for the year. While this is also 
the case in numerous other industrial groups, as 
well as, of course, for the market as a whole, operat- 
ing results for the first half and anticipated third 
quarter figures would seem to give sufficient reasons 
for sounding a note of caution. Since the chemical 
business, in its entirety, serves all of the major in- 
dustry groups of the country, it is obvious that op- 
erations are closely related to general business con- 
ditions. This, in spite of the fact that certain seg- 
ments of the chemical industry feed more or less 
upon themselves through technologcial advance- 
ments and new products. Although there is appar- 
ently no necessity for adopting a pessimistic attitude 
towards the economy at this time, 1955-56 may well 
be a period of just about level prosperity. Beyond 
that, one need only look to population statistics to 
be impressed with the country’s growth prospects in 
the years to come. Why then the note of caution? 

First of all, like in several other industries, there 
currently exists an overcapacity in many chemical 
lines. While this should be of fairly temporary na- 
ture, at present it has the effect of greatly increas- 
ing competitive conditions with resultant price shad- 
ings and lower profit margins. Now, this over- 
capacity is not only due to the tremendous expan- 
sion which has taken place in the industry since 
World War II and Korea, but also because certain 
chemical-consuming industries have had to curtail 
their own output. A prime example would be the 
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textile business. (General Ani- 
line & Film has just passed its 
dividend because of poor earn- 
ings attributable directly to the 
prevailing conditions in tex- 
tiles.) 


Decline in Profit Margins 


Meanwhile, salaries, wages 
and the cost of some materials 
have continued to inch upward, 
with the likelihood that this 
trend, particularly as it per- 
tains to wages, will not reverse 
itself. A perusal of the pre-tax 
operating income of the chem- 
ical companies reveals a rather 
serious decline in profit mar- 
gins in many cases, and had it 
not been for the effect of the 
elimination of the excess pro- 
fits tax, net earnings would be 
making considerably less fay- 
orable comparisons with the 
first half of last year. By the 
same token, one should keep in 
mind that no such “windfall” 
as the lapse of EPT will be 
available in 1955. This would 
seem to indicate that quarterly 


earnings comparisons will 
probably be unfavorable next 
year. 


The narrowing of profit mar- 
gins, somewhat lower prices 
and lower volume sales, have 
produced earnings against 
which current market prices 

look rather lofty. For instance, Monsanto Chemical 
presently sells at a ratio of approximately 22 times 
estimated 1954 earnings, Dow Chemical at about 30 
times, Union Carbide at roughly 27 times — truly a 
remarkable degree of optimism regarding nearer 
term prospects. Moreover, even in the event that 
business should pick up to such an extent that sales 
would rise considerably, there still remains a highly 
important factor which, one may be certain, will de- 
press earnings for some time to come. That factor 
is the rising curve of depreciation and accelerated 
amortization charges under certificates of necessity 
which will persist for two or three more years. As 
an example, in the fiscal year ended May 31, 1954, 
Dow Chemical reported depreciation, amortization 
and depletion charges of $64.5 million, an increase 
of 24% over the $52 million charged in the preced- 
ing fiscal year. This figure compared with cash divi- 
dends declared of $22.5 million; thus, it is evident 
that the company’s cash dividend is certainly well 
covered by depreciation charges alone. Net earnings 
applicable to the common stock were $32.2 million. 
The great increase in amortization, ete. in many in- 
stances generates sufficient cash for the financing 
of a large portion of the companies’ further expan- 
sion programs, but the fact remains that net earn- 
ings, as reported, will be depressed. 


Some Market Aspects 


Under the influence of EPT, tax considerations 
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caused many chemical companies to raise funds for 
expansion through issuance of funded debt rather 
than to go into the equity market. This was stimu- 
lated, moreover, by relatively low money rates which 
served to make debt a rather attractive vehicle. As 
a result, some of the companies are fairly heavily 
indebted, which is in contrast with pre-war years. 
There is probably no reason for being greatly con- 
cerned about this development, as depreciation and 
amortization schedules should be ample to take care 
of both periodic repayments and final maturities. 
(As a matter of fact, one or two companies have 
already prepaid part of their obligations.) Never- 
theless, debt is not capital, something that has been 
frequently forgotten in recent years, and in the 
event that business conditions should deteriorate, 
debt repayments could be quite uncomfortable for 
some companies. In addition, indenture provisions 
could quickly cause omission of dividends to common 
stockholders. 


So far, the market seems to have paid little atten- 
tion to the internal working conditions of the chem- 
ical companies’ financial circumstances. The institu- 
tional investor is well aware of the above-men- 
tioned facts, but aside from the sophisticated in- 
vestor, there are also a great number of chemical 
stocks in the hands of the public. It is obviously 
very difficult to foresee at which point the smaller 
stockholder will turn from the high-priced and low- 
paying chemical shares to more renumerative other 
groups. However, inasmuch as current market 
prices have caused some institutional buyers to 
eliminate the chemicals from present buying recom- 
mendations, one may wonder who the potential pur- 
chasers of the shares would be if and when the small 
stockholder begins to realize that these blue chips 
are merely churning and are not improving further 
in price. In any event, it is certainly debatable 
whether institutions who have been the principal 
buyers, find many (Please turn to page 714) 








Position of Leading Chemical Companies 





Ist 6 Months. 


Full Year 








Net Sales 
1953 1954 
—— (Millions) 


Net Profit Margin 
1953 1954 





1953 





AIR REDUCTION . 
W.C. (mil.) ‘52—$47.2 
W.C. (mil.) ‘53—$38.7 


$ 67.2 $ 59.9 5.6% 53% $ 1.18 





ALLIED CHEM. & DYE 271.6 
W.C. (mil.) ‘52—$123.2 
W.C. (mil.) ‘53—$179.1 


2.45 





AMER. AGRI. CHEM. 61.3" 6.45" 
W.C. (mil.) ‘52—$19.8 


W.C. (mil.) ‘53—$20.4 





AMER. CYANAMID 
W.C. (mil.) ‘52—$177.0 
W.C. (mil.) ‘53—$142.9 


197.5 1.95 


ATLAS POWDER 29.3 4.2 1.88 


W.C. (mil.) ‘52—$16.7 
W.C. (mil.) ‘53—$16.8 





BLOCKSON CHEMICAL 13.8 1.02 


W.C. (mil.) ‘52—$9.4 
W.C. (mil.) ‘53—$8.1 


COLUMBIAN CARBON = 27.0 9.1 1.61 


W.C. (mil.) ‘52—$17.4 
W.C. (mil.) ‘53—$16.6 





COMMERCIAL SOLV. 29 39 
W.C. (mil.) ‘52—$28.9 


W.C. (mil.) ‘53—$21.0 





DOW CHEMICAL 430.31 428.2! 8.31 7.81 


W.C. (mil.) ‘52—$ 39.4 
W.C. (mil.) ‘53—$127.4 


Net Per Share 


$ 


Price 
Range 
1953-54 


Dividend Per Share 
Indicated 
1954 


Recent Div. 
Price Yield 


Earned Per Share 


1954 1952 1953 1953 





97 $2.25 $2.06 $140 $1.40 295%-22% 28 5.0% 


2.56 4.55 3.00 3.00 101 -62 96 3.1 


7.27% 6.17 6.45 4.50 450 77 -55% 76 59 


1.50 3.07 3.15 2.00 2.00 55-41% 52 3.8 


2.01 3.21 4.03 2.00 2.00 47%-31'% 44 4.5 


1.34 1.81 2.01 1.20 1.40 3834-224 35 40 


1.54 2.69 3.22 2.00 2.00 5154-37 48 4.1 


48 52 1.01 1.00 22%4-15% 21 47 


1.00 44%-33% 41 2.4 








n.a.—Not available. 
1—Year ended May 31. 
2—Plus stock. 


3~—Year ended June 30. 
4—9 months ended March 31. 


(Please turn to page 692) 
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Position of Leading Chemical Companies (Continued ) 

















Ist 6 Months. 





Net Sales 


1953 


—— (Millions) 


1954 





Net Profit Margin 


1953 


1954 


Net Per Share 


1953 


1954 


Full Year 





Earned Per Share 


1952 


1953 


Dividend Per Share 
Indicated 


1953 1954 


Price 
Range 
1953-54 








DU PONT 
W.C. (mil.) ‘52—$479.2 
W.C. (mil.) ‘53—$532.6 
FREEPORT SULPHUR 
W.C. (mil.) ‘52—$19.5 
W.C. (mil.) ‘53—$11.7 


HERCULES POWDER 
W.C. (mil.) ‘52—$44.0 
W.C. (mil.) ‘53—$46.2 


HEYDEN CHEMICAL 
W.C. (mil.) ‘52—$12.5 
W.C. (mil.) ‘53—$21.8 
HOOKER ELEC.-CHEM. 
W.C. (mil.) ‘52—$19.7 
W.C. (mil.) ‘53—$16.4 


INTER. MIN. & CHEM. 


W.C. (mil.) ‘52—$27.8 
W.C. (mil.) ‘53—$35.4 


MATHIESON CHEM. 
W.C. (mil.) ‘52—$77.1 
W.C. (mil.) ‘53—$83.1 


MONSANTO CHEM. 
W.C. (mil.) ‘52—$107.4 
W.C. (mil.) ‘53—$105.7 


PENN. SALT MFG. 
W.C. (mil.) ‘52—$17.7 
W.C. (mil.) ‘53—$12.7 
ROHM & HAAS 

W.C. (mil.) ‘52—$16.4 
W.C. (mil.) ‘53—$22.4 


SPENCER CHEMICAL 
W.C. (mil.) ‘52—$19.9 
W.C. (mil.) ‘53—$22.6 


TEXAS GULF SULPHUR 
W.C. (mil.) ‘52—$39.1 
W.C. (mil.) ‘53—$46.9 


UNION CAR. & CARB. 
W.C. (mil.) ‘52—$261.7 
W.C. (mil.) ‘53—$303.2 


UNITED CARBON 
W.C. (mil.) ‘52—$8.2 
W.C. (mil.) ‘53—$9.4 


VICTOR CHEMICAL 
W.C. (mil.) ‘52—$14.7 
W.C. (mil.) ‘53—$15.4 


VIRG.-CARO. CHEM. 
W.C. (mil.) ‘52—$29.0 
W.C. (mil.) ‘53—$28.0 


n.a.—Not available. 


$902.1 


99.9 


123.6 


175.0 


29.8 


61.9 


22.24 


39.3 


528.1 


18.1 


21.2 


54.54 


1_Year ended May 31. 


2—Plus stock. 


$833.1 


n.d. 
92.1 
8.6 
n.d. 
66.24 
134.9 
170.1 
29.2 
66.0 
24.64 
40.0 
435.1 
17.0 
22.3 


n.d. 


12.7% 


21.2 


6.7 


6.1 


99 


6.74 


7.4 


UE 


6.3 


5.4 


15.14 


3.2 


10.7 


aa 


4.04 


18.2% 


7.7 


5.9 


6.14 


6.8 


6.6 


6.0 


92 


14.74 


3.8 


9.6 


11.8 


8.7 


$2.41 
1.71 
2.44 


49 


1.51 


1.724 


1.62 
2.51 


1.52 


1.82 
2.44 
90 


2.464 


$3.22 


$4.70 





$4.94 





1.634 


2.90 


2.87 





1.61 


3.44 


3.30 





2.12 


4.29 


4.90 





1.43 


2.59 


2.50 





5.73 


6.73 





1.12 


1.904 


3—Year ended June 30. 


3.61 
7.52 
3.41 


4.52 


1.39 


4.81 


4.01 


7.35 
3.55 
4.88 


1.76 


5.12 


$3.80 


2.00 


3.00 


50 


2.00 


1.60 


2.00 


5.00 


2.50 


2.50 


15 


4_9 months ended March 31. 


$4.00 


2.50 
3.00 

50 
2.00 
1.60 
2.00? 


2.50 


1.70 


14412-91 


65-3914 
9312-6014 
187-121 
84 -55 

3914-2712 
4978-3412 
97'2-79 


5212-4014 


1.60 2611-115 


2.40 747-44 


5.00 110%-78% 


2.50 


2.50 


89 -6112 


70 -4834 


3514-247 


3834-1618 


Recent 
Price ‘Yield 


141 


61 


92 


77 


34 


89 


48 


261 


70 


101 


81 


62 


33 


36 


(Please turn to page 
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Position of Leading Ethical Drug Companies 














W.C. (mil.) ‘52—$50.7 
W.C. (mil.) ‘53—$50.4 


Air Reduction: Despite recent disappointing earnings trend, current dividend 
rate may hold. Company remains optimistic regarding ultimate success of 
its sizable expansion program. C2 


Allied Ch I: The changed thinking of top-level management concerning 
research and expansion is beginning to pay off. 1954 earnings bolstered 
by profit from sale of Air Reduction holdings (32c per share). Al 





American Agricultural Chemical: Just released excellent earnings report. 
With outlook for fertilizer continuing satisfactorily, this good income pro- 
ducing stock, though usually a fairly wide mover, may be retained. Bl 


American Cyanamid: One of the few available investments permitting par- 
ticipation in both the drug and chemical businesses. Earnings should im- 
prove over the longer term. B2 


Atlas Powder: The broadened product mix should tend to increase future 
earnings stability. There would be ample room for some rise in dividend 
payments. Bl 


Blockson Chemical: Outlook for sodium phosphate uses is favorable. Com- 
pany’s earnings improvement should permit somewhat larger payout. B1* 


Columbian Carbon: Largest carbon black producer. Company’s growing 
natural gas and oil interests should act as an offset to fluctuating carbon 
demand. B! 


Commercial Solvents: Management has made considerable efforts to im- 
prove organizational set-up as well as product lines. Switch from fermenta- 
tion to synthetic alcohol and streamlining of drug output are steps in the 
right direction. C? 


Dow Chemical: Fourth largest chemical producer with wide diversification. 
Earnings over the next few years will be held back by huge amounts of 
accelerated amortization charges. A? 


DuPont: Largest and probably best organized chemical company. Holds 
20,000,000 shares of G.M. With profit margins temporarily lower, 1954 
earnings will still show considerable rise through lapse of EPT. Al 


Freeport Sulphur: Newly started sulphur production on leased proverties 
has removed threat of diminishing reserves. Some prospects exist in oil 
and nickel. Bl 


Hercules Powder: Company ranks high as to sales per dollar of gross plant. 
Considerable diversification and successful research activities lend greater 
stability and prospects to operations than existed formerly. Al* 


Heyden Chem‘cal: Sale of the company’s antibiotic division last year has 
given Heyden strong cash position. Still remains to be seen how successful 
joint ventures with Shawinigan Chemical and Monsanto will be. C2 


Hooker Electro-Chemical: Aided by new facilities and improved diversifi- 
cation, earnings are expected to turn upward. Considerable leverage fre- 
quently results in wide market movements of the common. Bl 


RATING: A — Best grade. B — Geod Grade. C — Fair. D — Poor. 


—— 


1 — Sustained earnings trend. 


Ist 6 months Full Year 
Net Sales Dividend Per Share Price 
1953 1954 —s Net Profit Margin Net Per Share Earned Per Share Indicated Range Recent Div. 

(Millions) 1953 1954 1953 1954 1952 1953 1953 1954 1953-54 Price Yield 
ABBOTT LABS. $442 $ 42.8 90% 90% $101 $ 98 $2.25 $235 $180 $1.80  49%-39'2 43 4.1% 
W.C. (mil.) ‘52—$40.4 
W.C. (mil.) ‘53—$39.4 
MERCK & CD 82.5 73.6 7.5 8.6 53 55 .96 96 -80 80 2578-17 20 «64.0 
W.C. (mil.) ‘52—$54.6 
W.C. (mil.) ‘53—$55.8 
PARKE, DAVIS & CO. 53.6 52.5 8.0 8.7 88 94 3.32 1.91 1.60 1.40 4434-30's 32 43 
W.C. (mil.) ‘52—$45.3 
W.C. (mil.) ‘53—$46.1 
PFIZER (CHAS.) & CO. 59.8 725 ¥27 10.1 1.48 42 2.17 2.74 1.25 1.25 38 -26 35 3.5 


International Minerals: Fiscal 1954-55 earnings should benefit from lower 
start-up expenses of new facilities. Mixed fertilizer outlook satisfactory, 
but competition from anhydrous ammonic should increase in some areas. 
Amino acid division looks promising. B! 


Mathieson Chemical: Recent merger with Olin Industries followed as yet to 
be fully digested Squibb merger. B! 


Monsanto Chemical: Broadly diversified. Postwar expansion has been pro- 
nounced, but joint venture with American Viscose in Chemstrand so far not 
profitable. Despite lower earnings, no change in dividend anticipated at 
this time. A2 


Pennsylvania Salt: Wide variety of chemicals principally derived from salt. 
Excellent dividend record under highly conservative management. Newer 
products include potentially promising fluorine chemicals. Certain organics 
added by recent acquisitions. A 


Rohm & Haas: Outstanding record of growth in plastics and chemical 
specialties. One of the few chemical companies able to report an increase 
in pretax profits this year. Elimination of EPT very important. Al* 


Spencer Chemical: A true petrochemical producer, with synthetic anydrous 
ammonia. Company will start polyethylene production next year. Bl 


Texas Gulf Sulphur: Largest producer of sulphur, having strong finances and 
considerable reserves. Somewhat higher earnings this year should pave 
the way for slight increase in dividends. Al 


Union Carbide: Second largest chemical company. Leading in fast growing 
plastics field. Despite greatly increased diversification in chemicals, still 
somewhar dependent upon heavy industrial activity. A2 


United Carbon: Growing importance of natural gas, crude oil and distillates 
expected to counteract probable lower sales of furnace black. B! 


Victor Chemical: Favorable outlook for phosphates is based upon their 
broad use in consumer non-durables, resulting in a gradually growing 
demand situation along with the increase in population. Bl 


Virginia Carolina Chemical: Profitable fertilizer operations in recent years 
(less so for this company during the last few months due to competition in 
certain areas) has improved financial conditions. Further progress depend- 
ent upon refinancing of preferred stock which is deeply in arrears. C2 


Abbott Laboratories: Company prominent in pharmaceutical, biological and 
vitamin products. Primarily a growth equity. Regular $1.80 dividend may 
be supplemented by occasional small extras. 


Merck & Co.: Manufactures fine and medicinal chemicals and drugs, includ- 
ing cortisone and penicillin. Research emphasized. Acquired Sharpe & 
Dohme last year. Modest coverage of 80c dividend. 


Parke, Davis: One of largest drug companies. Products include antibiotic 
and biological items. Chloromycetin important. Down trend of earnings 
probably reversed. Fair coverage of 35c quarterly dividend. 


Pfizer (Chas.): Important producer of antibiotics, vitamins and special druas 


and fine chemicals. Progressive policies point to further growth. Well- 
protected $1.00 dividend plus 25c year-end extra. 


2 — Lower earnings trend. * — Most attractive of group. 
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By J. C. CLIFFORD 


: the first half of this year, the auto- 
mobile industry held fairly close to the course earlier 
predictions mapped out for it, confounding “proph- 
ets” who had foretold of dire events for automobile 
builders in general. 

The industry as a whole, while not coming up to 
1953 volume, held business at a comparatively high 
level. The high vote for the period was June dealer 
sales of approximately 560,000 new passenger cars. 
This was the best June since that of 1950 when new 
passenger car registrations totaled 583,992. June of 
this year was also the best month of any since 
October, 1950 in which 580,373 new passenger cars 
were registered. The quickened tempo of June, 1954, 
business enabled the industry to close the half-year 
with new passenger car registrations totaling 2,824,- 
000, as compared with 2,880,193 new cars registered 
in the corresponding 1953 period. This was a good 
showing, considering the relatively slow sales start 
in the first couple of months of the year. 

Used car sales also became more brisk. Sales in 
this market ran at an increasingly higher rate in 
each succeeding month of the second quarter. June 
sales were four per cent higher than May. The up- 
trend continued, although not at the same pace, 
through July, sales for that month increasing one 
per cent over June, and reduced used car inventories 
by 7 per cent from the June 30, figure. At that time, 
the National Automobile Dealers Association calcu- 
lated the average dealer’s supply, based on then 
current sales, was sufficient to carry him 37.5 days. 


Inventory Position Improved 
New car inventories at the end of June averaged 
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Profit Prospects 


12.4 cars per dealer. This totals about 578,000 cars 
which has been further reduced by July sales and 
the partial drying up of the flow of new cars into 
dealers’ hands because of plant shutdowns for vaca- 
tions and taking of inventory. Shutdowns have been 
staggered through the months of July and August 
and in all probability will be extended into Sep- 
tember by the several companies as they prepare 
for model change-overs. 

According to present production schedules, total 
final half-year output is set at two million cars 
which, if attained, would make 1954 total output 
just under 5 million cars. This would mean that 
the industry, in the first six months produced a 
little more than 59 per cent of the year’s total, 
indicating that the passenger car builders are re- 
turning to the pre-war production pattern by which 
55 to 57 per cent of passenger cars were usually 
produced in the first half-year. There may be some 
distortion in the 1954 pattern, however, because of 
the extended show-down thatcould develop from 
model] change-over preparations, as well as by the 
more cautious production policies, holding down pro- 
duction to enable dealers to clean up their inven- 
tories before the new 1955 models go on the market. 

It is likely that 1954 third quarter results for 
most of the car builders will make poor compari- 
sons with those for the like period of last year. In 
any event, the industry isn’t looking for anything 
exciting to occur until early October when General 
Motors will put its new Chevrolet models on view. 
This will be followed by the introduction of new 
1955 Pontiacs, Cadillacs, and other GM makes 
through October and into November. 

Chrysler has already (Please turn to page 719) 
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Statistical Position of Automobile and Truck Manufacturers 
Ist 6 months: Full Year 
Net Sales Net Profit Margin Dividend Per Share Price 
1953 1954 1953 1954 Net Per Share Earned Per Share Indicated Range Recent _—ODiv. 
——(Millions) % 3 1953 1954 1952 1953 1953 1954 1953-54 Price Yield 
AMER. MOTORS.... $ n.a. $ 305.9! na. (d) 1.1% $ $ $ $ $ 2$ .12%2% 1434-1012 W 
W.C. (mil.) ‘54—N.A. 
CHRYSLER 1,874.2 1,085.3 2.3% 1.4 5.07 1.81 9.04 8.59 6.00 4.50 9614-564 59 7.6% 
W.C. (mil.) ‘52—$216.1 
W.C. (mil.) ‘53—$191.8 — 
DIAMOND T 41.9 12.6 1.0 (d)1.2 1.08 (d) .38 2.46 2.07 1.00 1.00 1652- 95 15 6.6 
W.C. (mil.) ‘52—$9.1 
W.C. (mil.) ‘53—9.2 
FED. FAW. CORP. 10.1 10.6 (d)1.6 3.0 (d) .17 .32 (d)1.16 (d) .29 734- 3% 5 
W.v. (mil.) ‘52—$3.2 
W.C. (mil.) ‘53—$2.9 
FRUEHAUF TRAIL. 100.4 69.7 3.7 3.2 2.39 1.38 3.61 4.46 2.00 2.00 294-2142 29 6.8 
W.C. (mil.) ‘52—$42.3 
W.C. (mil.) ‘53—$52.4 
GENERAL MOTORS 5,440.5 5,066.0 57 8.3 3.52 4.79 6.26 6.69 4.00 4.00 8252-5352 80 5.0 
W.C. (mil.) ‘52—$1.191.2 
W.C. (mil.) ‘53—$1.236.1 
KAIS. MOT. CORP. 73.16 n.a. (d)4.26 n.a. (d) .685 (d)1.136  (d)1.03 (d)4.08 57%- 12 2 
W.C. (mil. ‘52—$10.8 
W.C. (mil.) ‘53—$44.9 
MACK TRUCKS 88.4 55.0 1.4 6 84 .23 70 1.63 ‘ 227-1048 21 
W.C. (mil.) ‘52—$44.0 
W.C. (mil.) ‘53—$47.0 
cars STUD.-PACK. CORP. n.a. 164.37 = na. (d)6.5¢ n.a.  (d)1.677 3.095 1.26° 
and W.C. (mil)—4/30/54—$87.0+ 
int i 2a wiien | ihe - 
ac. . TWIN COACH 16.4 21.9 1.8 3.3 1.19 (1.72 1.62 1.42 .50 .50 1334- 542 13 3.8 
vaca W.C. (mil.) ‘52—$5.6 
en W.C. (mil.) ‘53—$6.0 
lgus -— eee _ es — a came —<$<$— 
Sep- V WHITE MOTORS a 79.4 25 2.9 2.52 2.58 4.44 6.20 2.50 2.50° 3612-23 34 7.3 
spare W.C. (mil.' ‘52—$51.6 
W.C. (mil.) ‘53—$58.7 
total ras _ 
cars (d)—Deficit. *—No pro-forma reports. °—Plus stock. 
tout +—Pro-Forma. 3—Initial dividend; subsequent °"—Quarter ended March 31. 
Atpu n.a.—not available 1954 payments uncertain. ‘—4 months ended 4/30/54 combined consolidated earnings only. 
that 1_Nine months ended June 30, 1954. +—Paid thus far this year. S—Combined companies consolidated earnings only, years ended Dec. 31 
ed a ee a a in ass 
total 
7 American Motors: Merger benefits likely to become more apparent next General Motors: Strong competitive position and improved profit margins 
BP Pe year. Appliance division should aid earnings. Maintenance of regular reflected in higher net for 1954 first six months. Good second half looked 
Thich dividend uncertain although finances are strong. C! Ha ee coverage for regular dividend rate fully earned in first 
alf-year. A'* 
uall 
y Chrysler Corp.: Shutdowns for model change-overs indicate poor third Kaiser Motors: May benefit from centering operations in Toledo, but indi- 
some quarter in comparison with disappointing first half results. Major restyling cations are that full 1954 operafions will resuult in sizable deficit. Dividend 
3e of of i oy to enable company to regain former high position remote. D? 
“big three.’’ B= 
from ee 7 Mack Truck: Final half-year results not likely to sho h, if i 
, the ia — _ , sa , over ag six months’ 23 cents a share. Merger lg Me. Ghtduad 
iamon tor: Decline in military orders and low civilian volum remote. C* 
pro- resulted in first half-year operating deficit. Some seasonal rece 
possible but uncertainty overhangs dividend of $1 a skare annual rate. Studebaker-Packard: Merger just approved by stockholders of the two 
iven- Merger possibility. C2 companies makes possible operating economies and strengthens competitive 
rket — ‘ little time is sae Ai elapse, however, before benefits from 
I these developments are reflected in net earnings. C 
; for Federal Fawick: Improvement in 1954 first half-year’s net indicates better 
A operating results for Fawick Airflex division, offsetting unprofitable truck Twin Coach: On basis of first half-year’s results, Twin Coach, now con- 
parl- business. Further gain possible in second half but dividend payment centrating on aircraft parts, specialized truck lines and general purpose 
r. In still remote. C! —— appears headed for record net this year. Dividend amply covered. 
hin 
f Fruehauf Trailer: Lower 1954 first half. net reflects smaller volume and White Motor: A leading truck builder and benefiting from Autocar acqui- 
nera extraordinary expenses for reengineering and improvement programs. sition. 1954 earnings may dip slightly under last year’s $6.20 a share. 
view. pomalyor% yo expected to show modest gain. $2 annual dividend rate — —— could be increased or augmented by another payment 
. Be in stock. 
new 
akes a ae earh aa t i 
RATING: A—Best grade. B—Good grade. C—Fair. D—Poor. 1_Sustained earnings trend. °—Lower earnings trend. *—Most attractive group. 
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ie industry that has not known the meaning 
of vigorous competition for 15 years now is wit- 
nessing a recrudescence of contention in a field that 
is undergoing vast change. The hundreds of com- 
panies, large and small, that make the parts for 
the automobile industry have burgeoned since the 
start of World War II on military orders. And 
when the defense-goods business tapered off, the 
concern of these accessories producers largely was 
to find sufficient materials and employes to turn out 
components rapidly enough to keep pace with the 
record consumption of the makers of the end 
product. 

Indeed, the past decade and a half was a time 
of plenty—plenty of orders for management, plenty 
of overtime for labor, plenty of wages and plenty 
of costs. The return to a buyers’ market was bound 
to be painful. It is, and the woes of parts-makers 
are manifold. 

Of the thirty top companies in this multi-billion 
dollar industry, only eight are running ahead of 
their 1953 showing. Indeed, four of these firms 
showed a deficit for the first quarter of 1954 whereas 
all operated in the black during the like period a 
year ago and for 1953 as a whole. The outlook for 
the automotive business being uncertain, it would 
be most surprising if not a few of the supply con- 
cerns ran into red ink for the year. 

The answer is not hard to find—automotive output 
is lagging something like 10% behind 1953 and any 
drop in car production, of course, is reflected in 
the parts business. But in the automobile industry 
today the trouble goes far deeper than that. The 
primary source of trouble is a situation that finds 
only General Motors and the Ford Motor Company 
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By PHILLIP DOBBS 


Can Auto Parts Companies 
Solve Current Problems? 


among the car-makers the only two entries that are 
truly prospering. And since these two top giants 
now account for 84% of domestic output, the acces- 
sories-makers face lean times. 

Unfortunately for the supplier trade, GM and 
Ford produce the lion’s share of their accessories 
needs for themselves. In relation to their output, 
they are pitifully poor customers of the parts- 
making people. 


Competition from Auto Industry 


In fact, GM looms more and more as competitor 
rather than customer. That company has made no 
secret of the fact that it seeks to carve out for 
itself a large share of the car-parts replacement 
business. And it’s a big business, catering to some 
34 million old cars—that is, cars three years old 
and of even older vintage. More than $2 billion is 
spent annually for repair parts and accessories. The 
program of GM calls for making more of these 
parts and accessories in its own plants and buying 
less from independent producers. The plan also calls 
for converting its 18,500 new-car dealers into whole- 
salers of GM replacement parts, a move that was 
launched at the start of 1954 and is gradually being 
implemented. Finally, it would have the United 
Motors Service Division of GM distribute not only 
parts made by the company’s parts-producing or- 
ganization, as it now does, but also parts made by 
GM’s car and truck-making divisions. 

The Justice Department, spurred by complaints 
from independent auto-parts wholesalers, was inves- 
tigating the GM parts policy this summer for pos- 
sible anti-trust law violations. Government officials 
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Statistical Data on Leading Automobile Parts and Accessories Companies 
Ist 6 Months Full Year es 7 * 
Net Sales Div. per Share Price 
1953 1954 — Net Profit Margin Net Per Share Earned Per Share Indicated Range _— Recent Div. 
—— (Millions) — 1953 1954 1953 1954 1952 1953 1953 1954 1953-54 Price ~—S‘Yield 
AMER.BOSCHA.CORP. $ 41.7. $ 40.1 2.0% 35%  $ 52 $ 90 $(d) 54 $1.02 $ $ 5 14% 6% 13 
W.C. (mil.) ‘52—$10.8 
W.C. (mil.) ‘53—$12.0 
BENDIX AVIATION 478.0! 468.61 2.6! 3.8! 5.96! 7.89! 7.22 8.20 3.00 3.00° 8734-50 85 3.5% 
W.C. (mil.) ‘52—$79.1 
W.C. (mil.) ‘53—$79.9 
BORG-WARNER 202.5 1947 53 5.1 4.41 4.05 9.33 9.77 5.00 5.00 9134-64% 88 5. 
W.C. (mil.) ‘52—$1° 2.0 
W.C. (mil.) ‘53—$116.7 
BOWER ROLLER BEAR. 21.3 na. 67 na. 1.60 1.46 2.99 3.06 2.00 2.00 33 -25 31 64 
W.C. (mil.) ‘52—$7.4 
W.C. (mil.) ‘53—$8.6 
BUDD CO . 1846 1142 29 2.8 1.47 83 2.42 2.88 1.00 1.00 1634-1034 13 7.6 
W.C. (mil.) ‘52—$50.8 
| W.C. (mil.) ‘53—$51.7 
| CAMP., WY. & CAN. 17.8 10.1 40 27 2.10 81 4.07 3.54 2.00 2.00 2734-201 24 83 
| W.C. (mil.) ‘52—$6.3 
W.C. (mil.) ‘53—$6.8 
CLARK EQUIPMENT 64.8 51.7 47 5.3 2.70 2.44 5.46 4.55 3.00 3.00 4912-31 48 62 
W.C. (mil.) ‘52—$28.5 
W.C. (mil.) ‘53—$33.3 
COLLINS & AIKMAN 14.1 8.3 1.1 (d)7.5 30 = (d)1.12 1.95  (d)2.17 1.60 2458-1212 17 
W.C. (mil.) ‘52—$17.3 
| W.C. (mil.) ‘53—$14.8 
a... _s : ae ee 
t are ||| EATON MFG. 108.9 915 50 5.6 3.07 2.91 5.27 5.41 3.00 3.00 4812-3611 48 6.2 
: | W.C. (mil.) ‘52—$29.1 = 
lants §} wc. (mil.) ‘53—$26.1 
CCOSammnnee — : : é 
ELECTRIC AUTO-LITE 154.1 96.7 3.7 8 3.64 A9 6.55 6.73 3.00° 3.00 57 -35 36 83 
and W.C. (mil.) ‘52—$61.2 
ories W.C. (mil.) ‘53—$60.3 
tput, : 
ante ELEC. STOR. BATTERY 45.0 ae6 72 (dy 7 39 © (d) .30 2.48 1.87 2.00 1.007 3734-23 24 4.1 
arts- Bll w.c. (mil.) ‘52—$32.2 
W.C. (mil.) ‘53—$30.3 
HOUDAILLE-HERSHEY 49.4 346 3.7 3.5 2.07 1.30 2.22 3.27 1.50 150 17 -12 15 100 /4 
W.C. (mil.) ‘52—$14.0 
titor HH W.C. (mil.) ‘53—$15.3 
i =e age i p 2 
for §| KELSEY HAYES WHEEL 99.3: 95.33 3.0° 3.8 2.47% 3.05% 3.63 4.08 1.50 1.50 2358-13538 22 6.8 
cont Gf Wc: (mil.) '52—$24.1 
ment §} wc. (mil.) ‘53—$25.5 
some es rs 
old KING-SEELEY CORP. 3294 33.0! 43! 4.24 3.07! 3.024 3.50 3.92 2.00 2.00 30 -221%2 29 68 
yn 1s W.C. (mil.) ‘52—$8.5 
~The W.C. (mil.) ‘53—$8.4 
sg See ameaamaaata 
ving MIDLAND STEEL PROD. 32.9 na. 5.2 na. 2.84 1.01 7.19 4.61 3.00 3.00 4658-2912 32 9.3 
alls W.C. (mil.) ‘52—$19.1 
ew W.C. (mil.) ‘53—$19.8 
aaa ii a ee i 
was MOTOR PRODUCTS 75.59 67.3 2.99 (d) .8° 4.709 (d)1.279 6.11 6.62 2.00 508 3456-16" 22 
elng W.C. (mil.) ‘52—$13.4 
nited W.C. (mil.) ‘53—$14.2 
only Ss ee 
é rit (d)—Deficit. °—9 months ended May 31. *—Paid thus far in 1954. 
e by n.a.—Not available. ‘—9 months ended April 30. S—Dividend now omitted. 
1_9 months ended June 30. °—Paid 2% stock thus far in 1954. °—9 months ended March 31. 
aints 2—Quarter ended May 29. 5_Plus stock. '0_Quarter ended March 31. 
1ves- Ee er = eee eee a te 
gee (Please turn to page 699) 
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said this was part of an investigation of the entire 
automotive industry. They asserted the auto parts 
situation “presents quite a problem because if a 
business finds it more efficient to cut out the jobber, 
there is nothing illegal about it as far as restraint 
of trade is concerned. However, such a move does 
raise the question of whether a monopoly results 
and, if so, what is its nature and extent.” 


Trend Toward Diversification 


Thus, with the top car manufacturer threatening 
more patronage than trade and runner-up Ford 
making the bulk of its own parts, the accessories 
producers must rely heavily on Chrysler and the 
dwindling number of independents, whose combined 
total share of the market is something on the order 
of 16%. In the light of these depressing statistics, 
the need for drastic action by accessories people is 
obvious. And some of the 400-odd companies, which 
employ about 400,000 people, already have taken 
action. Mergers and diversification are the order 
of the day and indications are that the trend will 
be even sharper in the months ahead. As examples: 

In recent weeks, Sponge Rubber Products Co., 
maker of such items as automotive toppers, was 
bought out by B. F. Goodrich Co. Last year, Timken- 
Detroit Axle Co. merged with Standard Steel Spring 
Co. to form Rockwell Spring & Axle Co. so that a 
broader line of products could be offered. Murray 
Corp. of America, car-body maker for Willys and 
the Hudson Jet, acquired Eljer Co., producer of 
plumbing ware. Stockholders of Federal Mogul Corp. 
and Bearings Co. of America approved a consolida- 
tion of those two concerns. To diversify further its 
line of auto parts, power tools and equipment for 
household appliances, King Seeley Corp. has ac- 
quired control of Signal Electric Manufacturing 
Co., maker of electric motors and fans. American 
Metal Products Co. has consolidated with Tube Re- 
ducing Corp. under the name of American Metal. 

Do such mergers and diversifications pay off? King 
Seeley, as an illustration, expects to report for the 
year ended July 31 an improvement over the $3.92 a 
share shown for fiscal 1953. This producer of such 
parts as speedometers and gas gauges had net sales 
for the period closely approximating the $43,224,000 
reported for the preceding year. The newly-acquired 
Signal Electric division made a notable increase in 
the year’s sales. The Carter Carburetor Division of 
ACF Industries is a substantial contributor to the im- 
pressive earnings reported by the parent company. 

Mergers by parts-makers often are spurred by the 
tendency of the customer to become a competitor. 
Thus Briggs, one of the top suppliers of the auto- 
motive industry prior to its recent sale to Chrysler, 
told its stockholders that Chrysler had considered 
turning out its own auto bodies. Briggs stated: 

“Due to the highly competitive nature of the auto- 
mobile industry and the consequent necessity of main- 
taining close control of production schedules and 
decreasing manufacturing costs wherever possible, 
many automobile manufacturers have tended to in- 
clude in their own operation the production of the 
major automobile components.” 

That the outlook is bright, however, for makers 
of the minor car components is the view of the Eagle- 
Picher Co. That old-line miner of lead and zinc, 
which long has sought diversification, this summer 
reached into its treasury for almost $10 million to 
buy out Fabricon Products. That company, with six 
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plants, turns out, among other things, foundation 
panels and other fiber products for the auto industry, 


Trouble for the Smaller Units 


_ There is an unmistakable trend toward fewer anj 
bigger auto parts companies. And this should enabk 
the surviving concerns to meet the demands of many. 
facturers for lower costs in this new era of ding. 
dong competition by the car-makers who, themselyal 
are tending more and more to fewer and bigger pro. 
ducers. Meanwhile, there is a genuine fear that 4 
number of smaller parts-makers will fall by the way. 
side. This alarm is voiced by no less an authority 
than Frank Rising, general manager of the Automo. 
bile Parts Manufacturers Association, who adds: 
“Some supplier firms will merge with others, alli. 
ances will be formed for mutual benefit and some 
smaller companies may fall by the wayside. Some 
companies will trim operations and concentrate on 
producing their more profitable items, others will 
diversify into non-automotive items.” 

An idea of the problems confronting even the 
larger parts-makers may be gleaned from thes 
illustrations. The Budd Company, which is running 
far behind its 1954 showing, may find its body busi- 
ness from Chrysler on the wane now that Chrysler 
has taken over the body-stamping facilities of Briggs, 
Likewise, Kaiser-Willys and the brand new American 
Motors Corp., stemming from the Nash-Hudson 
merger, henceforth will make bodies that Willys and 
Hudson as separate entities purchased from Murray 
Corp. of America. 

Similar upheavals have hit other parts firms, such 
as the threat to American Metal Products when Ford 
recently announced it planned to make its own seats 
in the future. The decision of Chrysler to go into 
power-steering production was a severe blow to 
Gemmer Manufacturing Co. The merger of Stude. 
baker and Packard will create additional uncertainty 
for the makers of parts. 

In fact, there was a grim prospect in recent days 
that Studebaker would suspend production alto 
gether It agreed to continue only after production 
employes accepted a wage slash after hearing their 
union leaders disclose that the Studebaker segment 
of the car market had shrunk to 1.23% from 4% of 
the whole. Other changes are slated for South Bend 
to make that company more competitive with the 
Big Two of GM and Ford. In addition, there have 
been reports that Kaiser would like to give up auto- 
mobile manufacture. Aside from its jeep and mili- 
tary business, its sales have approached the vanish- 
ing point. 

And what is happening at Chrysler also bodes ill 
for the parts business. That company figures what it 
would cost to make such an item as spring or window- 
molding. It then allows a reasonable profit and com- 
pares the total with what the vendor is charging 
to see if he is in line. If he isn’t Chrysler goes else- 
where or makes the product itself. 


End of 15-Year Boom? 


With the market for independent accessories mar- 
ufacturers dwindling, the concomitant evil of cut 
throat competition for what remains comes inevit- 
ably to the fore. Companies not only are being 
forced to fight for business with firms they once 
supplied and their regular (Please turn to page 722) 
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W.C. (mil.) ‘52—$ 9.7 
W.C. (mil.) ‘53—$11.4 


— ~towee 
Statistical Data on Leading Automobile Parts and Accessories Companies—( Continued ) 
Ist 6 Months Full Year 
Net Sales Dividend Per Share Price 

1953 1954 Net Profit Margin Net Per Share Earned Per Share Indicated Range Recent Div. 

——{Millions)— 1953 1954 1953 1954 1952 1953 1953 1954 1953-54 Price —‘Yield 
MOTOR WHEEL $47.6 $29.6 3.4 3.5 $ 1.94 $ 1.25 $ 3.07 $ 3.52 $2.00 $2.00 2758-21% 24 8.3% 
W.C. (mil.) ‘52—$15.7 
W.C. (mil.) ‘53—$16.7 
MURRAY CORP. of AM. = 75.1" 85.33 2.93 4,23 2.133 3.48% 3.87 3.90 2.00 2.00 267-1612 26 7.6 
W.C. (mil.) ‘52—$29.8 
W.C. (mil.) ‘53—$32.8 
RAYBESTOS-MAN. 18.610 na. 4.919 na. 1.4710 V.2010 5.06 5.35 3.00 3.00 4712-354 43 6.9 
W.C. (mil.) ‘52—$20.8 
W.C. (mil.) ‘53—$20.5 
ROCK. SPRING & AXLE na. 134.6 n.a. 4.2 n.a 1.25 n.a. 3.12 .50 2.00 2234-18% 20 10.0 
W.C. (mil.) ‘52—$52.3 
W.C. (mil.) ‘53—$52.4 
STEWART WARNER 67.3 48.9 3.1 3.0 1.60 1.13 3.30 3.04 1.80 1.95 237%-1634 21 9.2 
W.C. (mil.) ‘52—$26.7 
W.C. (mil.) ‘53—$27.1 
THOMPSON PROD. 169.4 144.4 3.1 4.4 3.97 4.80 6.83 7.12 2.00" 2.00 88 -41'4 84 23 
W.C. (mil.) ‘52—$39.7 
W.C. (mil.) ‘53—$45.3 
TIMKEN ROLLER BEAR. 103.4 na. 5.8 na 2.50 2.47 4.38 4.48 3.00 3.00 477-35 46 65 
W.C. (mil.) ‘52—$40.5 
W.C. (mil.) ‘53—$42.3 
YOUNG SPR. & WIRE 44.0 na. 2.74 na. 3.044 1.014 2.42 4.81 2.00 2.00 3412-20 23 8.46 








(d)—Deficit. 
n.a.—Not available. 
1_9 months ended June 30. 


*—Quarter ended May 29. 5—Plus stock. 


3—9 months ended May 31. 
4+—9 months ended April 30. 
5—Paid 2% stock thus far in 1954. 


7—Paid thus far in 1954. 
S—Dividend now omitted. 
°—9 months ended March 31. 
10_Quarter ended March 31. 








American Bosch Arma: Potentials of the electronics and fuel injection busi- 
ness plus plant revamping are improving the former cyclical earnings 
picture. Just declared additional 2% in stock. C2 


Bendix Aviation: Able merchandising and research management assures 
this company’s position in the broadening electronics industry with lessen- 
ing dependence upon cyclical auto parts. Some increase in dividend ex- 
pected A! 


Borg-Wamer: Through acquisitions and development of new products, par- 
ticularly automatic transmissions, postwar growth has been exceptional. 
Management continuing diversification efforts outside automotive field. A’ 


Bower Roller Bearing: This second largest independent tapered bearing 
= has been gradually improving its trade position. Wider use of 

rings in new freight cars and industry offer moderate growth po- 
tentials. Bt 


Budd Company: Railway passenger car production remains minor; sales of 
auto bodies to Chrysler and independents is principal business. Chrysler's 
acquisition of Briggs may gradually reduce its outside body purchases. C? 


Campbell, Wyant & Cannon: Efforts of this leading automotive iron cast- 
ings producer to broaden customer list may be offset by auto maker's 
tendency to produce more of own castings and rely upon smaller 
foundries. C? 


Clark Equip t: Expansi in growing earth-moving and materials 
handling equipment fields and decreasing dependence upon cyclical heavy 
auto parts improved earnings position. B! 





Collins & Aikman: Considerable internal reoraanization necessitated by 
contraction of military business and customer shift from Bradford spun to 
filament yarns. Early dividend resumption doubtful. D2 


Eaton Manufacturing: Above average record reflects development of new 
products like hydraulic rotor pumps for power steering. Good interim 
earnings indicate maintenance of $3.00 regular and $1.00 extra dividend. B! 


Electric Auto-Lite: Dependence upon original equipment battery demand 
by Chrysler and independents havaie reduced 1954 earnings; this and 
program to expand replacement battery business may cause dividend 
reduction. C2 


Electric Storage Battery: Although bulk of company’s electrical equipment 
and batteries sold in relatively stable reolacement market, poor merchan- 
dising and cost control may cause a full-year deficit and reduction in 
dividend. C2 

Houdaille-Hershey: Reflecting lower automotive and defense shipments, 
earnings of this producer of bumpers, shock absorbers, oil filters, etc. may 
Owed $2.50 this year; disbursements should again approximate 


Kelsey-Hayes Wheel: Although its principal wheel customers GM and 
Ford may continue to secure bulk of auto market, increasing competition 
may cause lower profit margins. Lower taxes aid earnings; present divi- 
dend adequately covered. C! 


King-Seeley Corp.: Popularity of ‘Craftsman’ home electric power tools and 
lower taxes are maintaining earnings despite lower automotive demand; 
year-end extra dividend possible. B' 


Midland Steel Products: Due to reduced Chrysler demand, Company’s prin- 
cipal customer for frames and axles, earnings may fail to cover $3.00 
dividend; maintenance of dividend rate may depend on success of Chrysler’s 
come-back effort. C* 


Motor Products: Regular lines prospects do not indicate early resumotion 
of dividend and present stock price discounts probable price to be offered 
shareholders by General Tire for working control of Company. C? 


Motor Wheel: Wheel business showed relative stability in past; conversion 
to 100% welding should improve efficiency. Lower 1954 auto and defense 
demand may reduce net to $2.50 but dividend appears protected. C? 


Murray Corp. of Amer.: Expansion in household utility, appliance and 
plumbing fields may increase 1954 net to over $4.00 desnite reduced auto 
frame demand from Chrysler and independents. C? 

Raybestos-Manhattan: Although considerably dependent upon auto brake 
linings, Company’s mechanical rubber and industrial products, while 
competitive, have growth potentials. C! 


Raybes'tos-Manhattan: Despite cyclical nature of bumper, spring and axle 
business, postwar earnings have shown relative stability. Reduced auto 
and military demand may cut 1954 net to $2.50 dividend but $2.00 dividend 
may be maintained. C2 


Rockwell Spring & Axle: Despite cyclical nature of bumper, spring and axle 
and military demand may cut 1954 net to $2.50 but $2.00 dividend may be 
maintained. C* 


Thompson Products: Exceptional research and merchandising have reduced 
dependence upon automotive industry and made company a leader in 
valves, jet engine parts metallurgy and electronics—a growth situaution 
with more liberal dividends on split stock probable. A! 


Timken Roller Bearing: Although auto industry remains principal customer 
of this largest roller bearing producer, industrial and military uses con- 
tinue to broaden. Aided by EPT elimination, earnings approximate 1953 
levels. B* 


Young Spring & Wire: Bulk of spring and wire products of this largest 
manufacturer goes to auto industry. Sharply reduced earnings indicate 
continuance $1.00 regular dividend but no further extras. C2? 





RATING: A—Best grade. B—Good grade. C—Fair. D—Poor. 





1_$ustained earnings trend. 


2—Lower earnings trend. *—Most attractive group. 











SEPTEMBER 4, 1954 


699 









































Outlook for Rubber Stocks 
Under Changing Conditions 


By JOHN D. C. WELDON 


wie 1954 got under way, the tire manufac- 
turers had already reconciled themselves to a year 
of lower sales volume and keener competition. This 
attitude reflected neither pessism regarding the 
immediate future nor any change in the opinion of 
the industry as to its growth potentials. 

The year that had just closed was one of record 
sales and net earnings for most of the tire makers. 
Shipments of truck and bus casings, despite the 
smaller output, particularly of trucks, totaled 14.9 
million units, or only 136,000 less than in the 1952 
year, while passenger car casings shipments in- 
creased from 70.3 million in the latter year to 79.7 
million in 1953. As 1953 drew to a close, signs 
pointed to lower truck output and a cut in passenger 
car production which the automotive industry esti- 
mated would be a little more than one million units 
less for 1954 than the 6.1 million cars that came 
off the assembly lines in 1953. 

This latter estimate appears to have been fairly 
accurate. For the first half of this year, factory 
sales of trucks eased off by 172,952 units, bringing 
the aggregate down to 563,876 as compared with 
636,728 units in the first half of 1953. Passenger 
car sales fell just short of the 3 million mark at 
the close of the first six months. The tire manufac- 
turers had geared production of casings accordingly. 
Shipments of passenger car casings as original 
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equipment amounted to 15.7 million units, down 
from 17.6 million a year ago, and truck and bu: 
casing shipments as original equipment held at 
little more than 1.9 million, down from 2.6 million. 
Replacement demand, however, was something oi 
a disappointment. The tire makers had estimated 
that passenger car tire replacement demand for the 
year would be up by four to five per cent and it 
was generally believed that truck and bus casing 
replacement buying would hold close to the 1953 
level. Figures for the first half-year failed to con- 
firm these expectations. The drop in truck and bus 
tire buying for replacement was something of 4 
surprise, the 1954 first-half shipments of approxi 
mately 3.7 million units represented a decline from 
4.7 million in 1953 first half. 

Passenger car tire replacement shipments this 
year also dipped, going down to 24.3 million units 
as compared with 24.8 million last year. The indus 
try may yet see its replacement demand estimate 
fulfilled by a rising demand through the third and 
into the fourth quarter to put total volume above 
the 45.8 million casings for the full 12 months of 
1953. It is a little more difficult to make any defi 
nite statement as to the trend of original passenger 
car equipment sales during the last half of the year. 
As set forth in the accompanying article in this 
issue of The Magazine, the assembly lines of prac 
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tically all of the passenger car builders have been 
idle for two weeks or more at various times this 
summer for vacations, inventory, and for model 
change-over. 

In recent weeks car production has been cut ‘“‘to 
the bone” and it is unlikely that output of the auto- 
motive industry in general will get back to a normal 
stride until all of the car producers have dropped 
their 1954 models and turn undivided efforts to 
getting their 1955 cars into production. They should 
have no difficulty in keeping to program scheduling 
an output of two million cars in the final half of 
the year. 

Giving consideration to this fact, plus indications 
of a good third quarter for replacement business, 
and the improved inventory position of the tire in- 
dustry as compared to that of a year ago, the out- 
look for the second half of the year is far from 
drab, except for one or two of the smaller companies 
which experienced some rough going in the early 
part of the year, but even these might show some 
improvement in net income before the year is out. 


The “big four”, although all showed lower sales 
for the first half-year came through with good earn- 
ings reports. Elimination of the excess profits tax 
helped, of course, and this should continue to be 
reflected in the final months as will also the benefits 
to be realized from the favorable change in method 
of computing depreciation charges made possible 
by the Revenue Act of 1954, which went into effect 
August 16 of this year. 

For some of the companies there also are other 
factors. For instance, Goodyear Tire & Rubber Co., 
for the 1954 first half-year showed record net of 
$24.6 million. This was equal to $5.13 a share for 
the common stock and comvares with net for the 
corresponding 1953 period of slightly under $23 
million, equal to $4.76 a share. The showing for 
the first half of this year was made on net sales 
of $551.3 milion which were about 10 per cent less 
than in the 1953 first six months of $616.3 million. 
Dividends received from foreign subsidiaries con- 
tributed substantially to income for the first six 
months of this year. (Please turn to page 722) 

































































Statistical Position of Leading Tire & Rubber Companies 
Ist 6 Months _—_—_— Full Yeap -——————— 
Net Sales Div. per Share Price 

1953 1954 Net Profit Margin Net Per Share Earned Per Share Indicated Range Recent _—ODiv. 

——Millions)—— 1953 1954 1953 1954 1952 1953 1953 1954 1953-54 Price Yield 
DAYTON RUBBER $ 29.8! $ 22.71 2.9%! 10%! $1.41! $ 33! $2.47 $2.57 $2.00 $1.25 2358-1258 14 8.9% 
W.C. (mil.) ‘52—$11.6 
W.C. (mil.) ‘53—$10.0 
FIRESTONE TIRE & RUB. 487.8! 447.91 4.5! 4.0! 5.32! 4.52! 10.89 11.77 3.75 3.75 83 -533%4 82 4.5 
W.C. (mil.) ‘52—$288.2 
W.C. (mil.) ‘53—$293.3 
GENERAL TIRE & RUB. 95.9- 96.6- 3.6- 3.4- 2.73- 2.45- 4.82 4.91 2.00 2.00 4014-2234 37 5.4 
W.C. (mil.) ‘52—$38.1 
W.C. (mil.) ‘53—$44.7 
GOODRICH, B. F. 350.3 304.9 4.8 32 4.03 4.33 7.60 8.16 2.75 3.20 10334-6014 103 3.1 
W.C. (mil.) ‘52—$197.1 
W.C. (mil.) ‘53—$210.3 
GOODYEAR TIRE & RUB. 616.3 551.3 3.7 4.4 4.76 5.13 8.30 10.28 3.00" 3.00 758-4334 73 4.1 
W.C. (mil.) ‘52—$397.2 
W.C. (mil.) ‘53—$401.4 
LEE RUBBER & TIRE 20.91 17.41 3.91 3.6! 3.08! 2.28! 6.66 6.01 4.00° 4.00 67 -47 61 6.5 
W.C. (mil.) ‘52—$16.1 
W.C. (mil.) ‘53—$16.8 
SEIBERLING RUBBER 20.9 17.4 2.5 9 1.07 one 1.48 y aD 1.00 .40 12M4- 758 8 5.0 
W.C. (mil.) ‘52—$ 9.9 
W.C. (mil.) ‘53—$11.0 
U. S. RUBBER 453.8 392.5 3.1 3.6 2.23 2.23 4.33 5.19 2.00 2.00 3938-23" 38 5.2 
W.C. (mil.) ‘52—$206.2 
W.C. (mil.) ‘53—$231.2 

1_6 months ended April 30. *—6 months ended May 31. *—Plus stock. 

Dayton Rubber: Reduced industrial and military demand reflected in sharp Goodyear Tire & Rubber: Current year’s earnings should make favorable 
drop in 1954 first half-year profit. Current 25-cent quarterly dividend, comparison with 1953 net of $10.28 a share. Likely to pay extra cash or 
reduced from 50 cents, may hold through balance of year. C? another moderate stock dividend this year. A'* 
Firestone Tire & Rubber: Net earnings for current year, aided by EPT Lee Rubber & Tire: Good 1954 first half earnings and strong finances pro- 
lapse, should approximate $10 a share for common stock. Regular divi- vide ample protection for annual dividend of $2 a share. C2 
dend may again be augmented by a year-end extra. B? 
General Tire & Rubber: Has achieved considerable diversification in non- page Ph psc ~—— — net of 4 a fo share ined ow 
tire lines, providing a base for growth. May come close to duplicating de ‘ar of 26 cents a share in first oo on ‘che tte ier D2 a aa 
1953's good earnings this year. Dividend well covered. B! profit creates some uncertainty as to future dividend policy. D° 
Goodrich (B. F.) Co.: Current market price reflects evaluation of stock’s United States Rubber: Earnings for current year may not come up to 1953 
long-range growth potentials. Estimated 1954 earnings of close to $8 a net of $5.19 a share. Dividend needs, however, should be covered by 
share provides broad coverage for $3.20 annual dividend. A'* wide margin. Stock is worth retaining on long-range basis. B'* 
RATING: A—Best grade. B—Good grade. C—Fair. D—Poor. 1_Sustained earnings trend. “—Lower earnings trend. *—Most attractive group. 
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Cautionary Note 

The Dow industrial average 
rose roughly 94 points from last 
September’s low to recent high, 
gaining 22 points, or nearly a 
fourth of the total, since the end 
of May or in little more than two 
months. It would not be prudent 
to expect a strong extension of the 
rise through late summer into 
early autumn, a period which has 
often brought pause or corrective 
reaction after large and protract- 
ed prior advance. The average 
has now had a “toppy” look for 
over two weeks, with only minor 
net gain. The evidence is, of 
course, tentative, but it may be 
that the best August level will not 
be bettered greatly, if at all, any 
time soon. If there is further 
strength, probably it would be 
along recent general lines — that 
is, under increasingly speculative 
leadership. A speculative phase in 
the upper reaches of a bull market 
can produce fast profits, but with 
ever increasing risk of buyers get- 
ting “hung up” and winding up 
with losses. No bell will ring when 
the party is over. Emphasis on 
sound values and longer-term in- 
vestment is much more likely to 
be permanently rewarding than 
“quickie” speculation. 


General Tire 

The diversification of this tire 
and rubber company is unusual to 
the point of being odd, and will 
become more so if it gets into the 
auto parts and food freezer busi- 
ness by taking over Motor Prod- 
ucts. Present lines of the company 
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or subsidiaries and affiliates in- 
clude tires, mechanical rubber 
goods, plastics, chemicals, sports 
goods, military rockets and pro- 
pellants; and its 90% owned Gen- 
eral Teleradio owns and operates 
radio and_ television stations. 
Earnings for the fiscal year end- 
ing November 30 may be some- 
what under the prior year’s $4.91 
a share. Dividends are on a $2 
basis. The tire-stock group has 
had a very large advance, paced 
by Goodrich. None of them, in- 
cluding General, is a bargain at 
present levels though they are 
sound from a long-range stand- 
point. 


Two Important Dividends 

Aided by EPT lapse and with 
a good fourth-quarter coming up 
on rising new-model output, Gen- 
eral Motors may net around $8 a 
share this year against $6.69 in 
1953. Finances are strong, the 





present dividend rate is $4, and 
payments have often been con- 
siderably more than half of earn- 
ings. Shift to a $5 rate, or a $1 
year-end extra, ought to be fea- 
sible. The difference to annual 
gross income of all stockholders 
would be a whopping $87,492,- 
092. At 81, the stock would yield 
a little over 6%. It is still the best 
of the auto stocks. U. S. Steel is 
paying $3 and probably will net 
around $6 a share for 1954. Here, 
too, cash is more than ample, An- 
other consideration is that Beth- 
lehem, the second largest com- 
pany, has already sweetened its 
dividend importantly this year, 
and that the management of Big 
Steel might not like to lag be- 
hind the runner-up too much 
longer in its pay-out to stockhold- 
ers. Establishment of a rate of 
$3.50 rate may be not too far 
ahead. The latter would add $26,- 
121,556 to annual income of share- 











Grumman Aircraft Engineer. ... 
Trans-World Airlines ...... 
Consolidated Natural Gas 
Lane Wells Co. ......... 

U. S. Gypsum 
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General Amer. Transport ........... 
Lone Star Cement ......... i 
Minnesota Mining & Mfg. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1954 1953 

.. 6mos. June 30 $2.51 $1.84 
.. Quar. June 30 1.77 1.13 
.. 6mos,. June 30 4.85 3.70 
.. Quar. June 30 1.10 87 
.. Quar. June 30 4.92 3.25 
6 mos. June 30 5.34 2.83 

.. 6mos. June 30 2.52 1.73 
.. Quar. June 30 1.20 82 
.. Quar. June 30 75 57 
6 mos. June 30 1.91 1.51 
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holders. At present price of 53, 
the stock would yield about 6.6% 
on a $3.50 rate and not far from 
1.6°° on a $4 rate. 


Stock Groups 

The market has reached a stage 
of wider gyrations both in aver- 
age stock prices and in the course 
of individual issues. In recent days 
some stocks have dipped fairly 
Wi sharply on profit taking, while at 


‘tthe same time others rose sharp- 
“fly. The same is true of stock-group 
baction. Thus, comment here on the 
flatter could be out-dated in some 
ifmeasure before it is read, since 
some present strong groups might 
dip in jig time, or soft groups re- 
bound. Subject to that qualifica- 
tion we note that groups showing 
above average strength in recent 
sessions up to this writing include 
auto trucks, liquors, cement 
stocks, meat packing, metal fab- 
ricating, office machines, oil, food 
stores, mail order, shipping, su- 
gar, and tobaccos. Groups recently 
under profit taking include alum- 
inum, electrical equipment, gold 
mining, steel, movies, textiles and 
aircraft. The latter high-flying 
stocks have had a number of tech- 
nical relapses, only to rebound 
and go to new highs in no great 


The oil “news” has improved 
in the following sequence: (1) 
cuts in crude production, imports 
and refinery runs, aimed at cor- 
rection of over-supply, especially 
of gasoline; (2) settlement of the 
Iranian oil matter on a _ basis 
which promises that the renewed 
fow of oil from that sources will 
be fed into the world markets on 
a gradual, orderly basis under 
strong control; and (3) recent 
mark-ups in gasoline prices, even 

though supply still remains mod- 


erately excessive, as compared 
with a year ago. Because of the 
fundamentally favorable position 
of the industry on a long-term 
view, it does not take any great 
change for the better in interim 
prospects to swell the flow of indi- 
vidual and institutional invest- 
ment money into good-grade oil 
stocks. Making up prior reaction, 
some have already risen to new 
all-time highs; others have re- 
covered to the vicinity of prior 
highs. If you look only at prices, 
as compared with best past levels, 
most oils will appear to be exces- 
sively priced. But the price of a 
stock is not significant except in 
relation to the value that you get 
for your money. Most oils are not 
unduly high on earnings. For ex- 
ample, such stocks as Jersey, 
Texas Company, Gulf Oil, Shell 
Oil, Standard of California, Pure 
Oil and various others are cur- 
rently priced at an average of 
about 10 times estimated 1954 
earnings, with individual varia- 
tions from that ratio mostly small, 
as compared with an average of 
roughly 22 times earnings at the 
1929 market high, 16 times at the 
1937 market top and 12 at the 
1946 high. As compared with 
1929 and 1937, the latter ratio 
was low because of erroneous 
skepticism about the maintenance 
of what seemed to be unusually 
good earnings at the time, where- 
as 1946 earnings now look low in 
retrospect. In many cases, current 
dividend yields are also well above 
those available at the 1929 and 
1937 market highs. When you al- 
low for these facts, and for ab- 
sorption of the floating supply of 
favored oil shares by long-pull 
institutional buyers, there is a 
basis for considerable more rise 
in the issues, those in good posi- 
tions include Lion Oil, Sinclair, 
Atlantic Refining and Cities Ser- 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


American Brake Shoe . 


American Locomotive Co. 








Cooper-B Corp. 
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Fairbanks, Morse & Co. 


Fansteel Metallurgical Corp. .................... 


Pittsburgh Coke & Chemical 
United Biscuit Co. of Amer. 
Western Union Telegraph 


Westinghouse Air Brake 


. Quar. June 30 .40 
. 6mos. June 30 .68 


.. Quar. June 30 -26 


.. Quar. June 30 .34 


1954 


Quar. June 30 $ .43 


Quar. June 30 56 
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6 mos. June 30 52 
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vice. All of the “majors” offer 
solid values for long-term buyers. 


Laggard Rails 

The August high to date of the 
Dow rail average was the best 
level in many years. However, the 
rise in rails was led by better- 
grade issues, as was so also of 
industrials. A number of rails are 
far down from their best levels 
of recent years, mostly made in 
1951 or late 1952. Where they 
have even a fair degree of specu- 
lative merit—many have little or 
none — increasing speculative em- 
phasis in the market could result 
in substantial extensions of the 
recoveries so far experienced, Ex- 
amples include Canadian Pacific, 
Northern Pacific (two land-rich 
rails with oil potentials), Chicago 
& North Western and Chicago, 
Milwaukee & St. Paul. 


Montgomery Ward 

The sharp recent advance in 
Montgomery Ward has analysts 
wondering whether something im- 
portantly favorable is “in the 
wind.” Nothing definite is known 
at this writing. The stock is hig” 
on 1954 earnings, which are bound 
to be materially under last year’s 
$6.12 a share. If a 50-cent year- 
end extra brings dividends to 
$3.50, same as last year, the yield 
at current price of 74 is little over 
4.7% and nothing to enthuse 
about. Much has been made of the 
huge cash holdings of the com- 
pany; but they are unlikely to be 
paid out to shareholders in any 
degree, if past policies of the 
Avery management continue. 
They might ultimately be used to 
finance belated expansion and 
modernization of stores, which 
might or might not pay off in 
terms of importantly improved 
earnings; or to some extent to buy 
up other retailing concerns. The 
latter might aid results over an 
extended period, but could hardly 
produce any bonanza. We would 
not buy the stock at current levels. 
Those holding it at good profits 
might consider doing some cash- 
ing in. 
Color TV 

Color TV sets with 19-inch 
tubes are already in production; 
and RCA is ready to go with a 
21-inch tube. Prices, though still 
in the luxury range, are heading 
down. Sales will begin to mount 
next year, on present indications. 
These stirrings could generate 
more speculation in electronie 
stock. 
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The American consumer, who pretty much holds the key consumers to aban- % =. SF. over in 
to our economy in the palm of his hand, is loosening up on don some of the <<< = — Fi in ens 
his purse strings and showing less disposition to stash away caution that was so = == 
a fair portion of his current earnings against the proverbial evident only a few ===> = fs mates | 
rainy day. Data on retail sales and consumer expenditures months back. It has : the de 
reveal distinct uptrends in the past few months while recent been estimated that Z a Btax col 
surveys on consumer attitudes indicate that consumers’ buying something like 40 Zz fp payme' 
oo intentions now are on a_ percent of con- ihe = Ss corpor 
higher plane than did simi- sumer purchases A: the Jul 
BUSINESS ACTIVITY lar surveys made some eight are postponable for At AS 5 able fc 

PER CAPITA BASIS or nine months ago. varying lengths of ===: gress h 
mM. W. 5. INDEX There are no indications time. Most of these to $28 
. that consumers are about to are durable goods. > lune 3 

OP nd Greed embark on a mass buying /n periods of un- ; ow 

AGO spree, throwing caution to certainty over job Par more fF 

the winds. But, there is sub- tenure and prices, Mi, : 

stantial evidence for believ- such as existed dur- > ; puts in 
ing that retail business ing the early part 

during the third and fourth of this year, it is : have S| 
quarters of this year will only natural that ; = wee 
show, when all the returns consumers defer large, 
are in, a continuation of the purchases of items such as automobiles, household appliances, stockec 
improvement that began in etc. Now, as evidenced both by sales trends and samplings ®4U''é 
the second quarter. Seasonal of consumers’ intentions, this trend is being reversed. luctanc 
considerations, including the Personal consumption expenditures during the second quar fantial 
back-to-school movement ter of this year were at an annual rate of $233.1 billion as by $2,, 
and Christmas, always re- compared with $230.5 billion in the first quarter, and estab- he 
sult in a considerably better lished a new record high for any quarterly period. The 19535" ouk 
showing for retail sales dur- total was $230.1 billion. Spending for both durable and As re 
ing the second half of the nondurable goods rose in the April-June period, although meG=It 
year, of course. durable goods expenditures were smaller than any 1953 The 
quarter. Spending for nondurable goods was at a new high oe 
seasonal upturn in consumer of $120.0 billion, surpassing the previous record of $119.6 ine 
spending would be stimulat- billion in the second quarter of 1953. + te 
ing after the summer dol- Personal savings in the second quarter dropped to an <i 
drums. However, it looks as annual rate of $19.7 billion from a rate of $21.8 billion in Pe 
if the upturns in spending _ the first quarter. Although still high in comparison with recent ae Te 
and in retail sales volume Years, it is significant that the tendency to increase savings- “<i 
during the balance of the which first became apparent in the second quarter of last “ag 
year will be a little larger year—has been reversed. The reversal of the uptrend in saving: he $2 
than usual. Increases of only indicates rather clearly that John Q. Consumer is less wor- iad es 
a few percent above the us- ‘ied about the future than was the case only a few months 


as . plevise 1 
val seasonal expectation back and that he now is inclined to spend a larger portion — 


would be sufficient to stimu- of his weekly take home pay. vill pr 
late industrial activity and Our good friend John Q. is showing a greater disposition prices, 
contribute to markedly to put up cash and buy less on the cuff: than a year ago. 
improved business senti- In some respects, that is a healthy sign since consumers who 
ment. are loaded up with time payments inevitably find it necessary 
Apparently, the failure of to cut current spending sharply when overtime is eliminated ftpapy 
retail prices to decline very and the work week is reduced. During June, the volume o BBradst, 
much—as was so generally consumer credit outstanding increased by $178 million o |Wedne 
anticipated in late 1953 and compared with an increase of $422 million last year and $7324 the S¢ 
early 1954—has been anim- two years ago. Total installment credit outstanding at thé fond st 
portant factor in inducing end of June was only slightly higher than a year ago. than le 
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MONEY & CREDIT—The Federal Government racked up a 
$2 billion deficit in July, first month of the new fiscal year 


Bond this is only the beginning of a series of red ink figures 
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that are expected to roll up a $9 billion excess of spending 
over income by January, 1955. This process will be reversed 
in ensuing months and by June, 1955 the budget deficit 
should be down to $4 billion, according to the latest esti- 
mates of the Secretary of the Treasury. The swift increase in 
the deficit in the next five months is due to our lop-sided 
tox collection system which garners a big part of individual 
payments in the early part of the year and reaps 90% of 
corporate tax obligations in the first half, while revenues in 
the July-December period are lean. Faced by these unavoid- 
able facts and a Federal debt close to statutory limits, Con- 
gress has approved a temporary increase in the debt ceiling, 
0 $281 billion, with automatic reversion to $275 billion on 
June 30, 1955. This stop-gap solution will enabie the Treasury 
fo raise sufficient funds to meet upcoming bills but leaves a 
more permanent solution of the problem to the next Congress 

The seasonal rise in bank loans to business which usually 
puts in an appearance at mid-year, has been conspicuouusly 
absent this time. Instead, the weekly reporting member banks 
have suffered a $1,053 million reduction in such loans in the 
ix weeks since June 30, indicating that businessmen, by and 
large, are still cutting inventories. The banks, which are well 
socked with funds as the result of the reduction in reserve 
requirements, have not been fazed by this borrowing re- 
luctance. Instead, they have boosted their investments sub- 
stantially, with holdings of Government securities alone up 
by $2,730 million since June 30 and outstanding bank credit 
$2,236 billion higher during the period. This expansion will 
undoubtedly be reflected in a larger money supply in com- 
ing months, augmenting funds available for investment in 
fixed-income securities. 

The bond market has been riding at anchor in the two 
weeks ending August 19 with narrow price changes the rule. 
The Treasury’s long-term obligations were down 1/16 to % 
during the period while high-grade corporate bonds achieved 
xattered improvement. Tax-exempts have lost their forward 
movement and yields in most cases have been little changed 
in the fortnight under review. The announcement that Ameri- 
tan Telephone & Telegraph would borrow $250 million in 
September provided investors with food for thought and de- 
mand for new issues was adversely affected. Underwriters of 
the $20 million Southern California Edison bond offering, who 
had expected a speedy sell-out at a 2.97% yield, had to 
revise their ideas when the American Tel. & Tel. news reduced 
demand to a mere trickle. Coming offerings of other issues 
vill probably also have to be content with somewhat lower 
prices, at least until the Telephone financing is out of the way. 





2. 
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TRADE—Retail sales improved a bit in mid-August and Dun & 
Bradstreet estimates that dollar volume in the week ending 
Wednesday, August 18, was about 1% above a year ago. 
The Southern states made the best showing with a 5% gain 
and such cities as Birmingham and Miami did much better 
han last year. 
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Coming months are expected to produce better year-to- 
year comparisons for retail trade than have previously been 
the case. This is predicated on the fact that activity declined 
in the second half of 1953 while an expanding consumer 
market is generally anticipated for the balance of this year. 
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INDUSTRY—Industrial output declined about 6% in July, but 
this was wholly accounted for by seasonal factors. As a result, 
the Federal Reserve Board’s seasonally adjusted index of 
output remained at 124% of the 1947-1949 average, un- 
changed for the third month in a row. Production of durable 
goods fell less than seasonally, reflecting strength in output 
of major household goods. Furniture production was higher 
and the manufacture of television sets was bolstered by the 
termination of work stoppages. Steel output, however, suffered 
a more than seasonal decline and lumber production was 
hampered by strikes. 
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COMMODITIES—The Bureau of Labor Statistics comprehen- 
(Continued on following page) 
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Latest Previous Pre- | 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) July 2.9 3.9 3.5 1.6 (Continued from page 705) 
Cumulative from mid-1940. July 557.8 554.9 510.2 13.8 sive index of commodity prices rose 0.1% | 
FEDERAL GROSS DEBT—$b Aug. 17 2747 2747 + 272.7 +~+~+«+55.2 ~+| in the week ending August 17 and is now 
only 0.3% under year-ago levels. Pro- 
ety Sree ese cessed foods gained 0.9% in the latest 
Range mepee oF Comers — = er sts 26.1 | week as the result of a 2.8% jump in. 
ey Se nce wit a = 107 _| meat prices. Farm prices lost 0.2% with 
BANK DEBITS—(rb3)** hogs, steers, soybeans and coffee selling 
New York City—$b June 60.2 60.5 52.4 16.1 | at lower levels. The latter lost 13% during 
344 Other Centers—$b June 96.9 96.1 95.8 29.0 |the week and was responsible for most of 
PERSONAL INCOME—$b (cd2) a 286 286 = 102 the decline in the farm product group. 
Salaries and Wages June 189 188 194 66 * * * 
si epee _ i i: ae. CONTRACT AWARDS for new con: 
weerothonrtny : 8 = nd se struction continue to forge ahead, with July 
une . erp: . 
(INCOME FROM AGRICULTURE) June 16 17 16 3 —_ — 
POPULATION--m (e) (cb) July 162.4 162.2 159.6 133.8 1953, according to F. W. Dodge Corpora- 
Non-Institutional, Age 14 & Over July 116.2 1162 115.1 101.8 | tion reports for the 37 states east of the 
Civilian Labor Force July 65.5 65.4 64.7 55. |Rockies. Heavy engineering awards, at 
Armed Forces July a6 3.4 3.6 1.6 |$450 million in July, had the biggest gain 
Unemploye July 2:9 a3 1.5 3.8 | over a year ago, one of 20%. Residential 
Employed July 62.1 62.1 63.1 51.8 | building contracts amounted to $745 mil- 
In Agriculture July 7.5 7.6 78 8.0 lion, or 14% above July, 1953 while non- 
Non-Farm July 54.7 54.5 55.3 43.2 residential building at $642 million, was 
Weekly Hours July 38.4 42.5 43.3 42.0 | 2% under the corresponding 1953 month. 
EMPLOYEES, Non-Farm—m (1b) hae 79 a: a+ <a Total construction contracts for the first 
ideas Jul we oe ie ve seven months of this year amount to $11, 
: % f the similar 1953 
ie July ne wha Peg a 088 million, up 14% from imilar 
fadheny pate me es ne ae period and even above the seven-month | 
; for 1951, a period which had the| 
Weekly Hours July 39.4 39.6 40.3 40.4 — Rahs = ‘| 
near niece aaaeaarmaaemama en benefit of $980 million worth of Atomic | 
teens : oh — Energy Commission projects. | 
Weekly Wage ($) July 70.92 71.68 71.33 21.33 | 
PRICES—Wholesale (Ib2) Aug. 17 110.3 110.2 110.6 66.9 : : . 
Retail (cd) May 208.8 208.1 208.2 116.2 Total EMPLOYMENT in the United 
States was unchanged in July, with 62.1 | 
CREE SP eae July 115.2 115.1 114.7 65.9 | million persons having jobs, the same as a 
Food July 1146 113.8 113.8 64.9 | month earlier, but 972,000 under a year 
Chahing July 104.0 104.2 104.4 59.5 | ago. Unemployment also remained stable 
a July 128.5 1283  =123.8 89.7 | with 3.3 people looking for work in July. 
RETAIL TRADE—$b** The number of hours worked fell sharply 
Retail Store Sales (cd) a! 14.4 14.0 14.4 47__|in July to 38.4 hours from 42.5 hours in 
Durable Goods ia 5.0 47 51 11 |June, but this decline resulted from the 
Non-Durable Goods Fae 9.4 93 93 36 | fact that the survey week on which the 
Dep't Store Sales (mrb) ‘scl 0.85 0.82 0.87 034 | data is based included the Independence 
Consumer Credit, End Mo. (rb) June 27.8 27.5 27.4 9.0 | Day holiday. , * x 
MANUFACTURERS’ Primary ALUMINUM output rose to a 
New Orders—$b (cd) Total**_______ | June 22.9 22.8 25.2 146 |new high of 252 million pounds in July, 
Durable Goods June 10.0 10.0 12.4 7.1 |up from 242 million pounds in the shorter 
Non-Durable Goods______ | June 12.9 12.8 12.8 7.5 | June month and 219 million pounds turned 
Shipments—$b (cd)—Total** June 24.2 24.0 25.9 8.3 |out in July, 1953. With the industry op- 
Durable Goods June 11.3 11.3 13.2 4.1 | erating at close to capacity, no important 
Non-Durable Goods June 12.9 12.6 12.7 4.2 |rise in output is expected until next year 
when Anaconda Aluminum’s new plant be- 
BUSINESS INVENTORIES, End. Mo.** gins operations. Meanwhile, the Govern- 
Total—$b (cd) June 79.0 794 80.2 28.6 | ment has abandoned plans for a “third 
Hanetastuees’ June 445 “4s 46.2 16.4 | round” of expansion of the industry’s pro- 
Wholesalers’ June ed 11.8 W7 4.1 | ductive capacity. The Office of Defense 
Retailers’ June 22.6 22.8 22.3 8.1 | Mobilization has determined that available 
Dept. Store Stocks (mrb) June 2.4 2.4 2.5 1.1 sources of supply which include domestic 
BUSINESS ACTIVITY—1—pe Aug. 14 188.2 188.6 200.5 141.8 | OUtput, imports from Canada, secondary 
(M. W. S.)—1—np. Aug. 14 234.2 2348 245.4 146.5 | Production from scrap and metal in the 
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Pre- 
Wk.or Wk.or Year Peorl PRESENT POSITION AND OUTLOOK 
= Date Month Month Ago Harbor* 
0.1% | INDUSTRIAL PROD.—Ia np (rb) July 124 124 137 93 | stockpile, can provide sufficient aluminum 
al Mining July 113 113 120 87 for all-out mobilization requirements. 
™ mal Durable Goods Mfr.__| July 136 135 157 88 P ‘ ‘ 
- he Non-Durable Goods Mfr.______ | July 116 116 121 89 
afest | | 
mp in, CARLOADINGS—t—Total Aug. 14 685 668 807 933 Ip segs pe ig agi Pe 
6 with Mise. Freight Aug. 14 337 331 390 379 © in July wit irms closing elr 
: die: t: C.4 doors, down from 965 casualties the pre- 
selling se. lL. ©. Aug. 14 63 62 71 66 R 
: Grai vious month, but still 18% ahead of last 
during | rain Aug. 14 55 51 50 43 
seeill year, Dun & Bradstreet has reported. 
. . ELEC. POWER Output (Kw.H.) m Aug. 14 8,996 9,059 8514 3,266 LIABILITIES of failing firms declined even 
™ SOFT COAL, Prod. (st) m Aug.’14 78 7.4 9.5 10.8 | more sharply than the number of failures, 
Cumulative from Jan. 1 | Aug. 14 226.0 218.2 2779 446 | With a 23% reduction to $32.2 million in 
v con Stocks, End Mo June 696 694 760 61.8 | June. 
th Jul Young businesses made up the major 
Y PETROLEUM—(bbls.) m § bual fail = ith al- 
5 The : ior an 6.2 62 7 part of business tailures in July with a 
Crude Output, Daily____.. ~==SE_—si|« Arg . . 0 4.] 0% of th | | 
Jul | most 60% of the casualties less than five 
uly, Gasoline Stocks Aug. 13 156 157 142 86 } 
: | years old and more than one-third in the 
— Fuel Oil Stocks vnieall ” on ba pi | three years of age and under classificati 
of the Heating Oil Stocks Aug. 13 108 105 110 55 Y g ae aieceaetcitatas 
ds, ot LUMBER, Prod.—(bd. ft.) 1 5 : . 7 
. , Prod.— . ft.) m Aug. 14 151 151 246 632 
t gain i © 
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Trend of Commodities 





Commodity futures were mixed in the two weeks ending 
August 24, although the Dow-Jones Commodity Index lost 
4.50 points as the result of sharp declines in cocoa and coffee 
which have an important weight in this index. Grains were 
higher during the period and May wheat gained 4% cents 
to close at 213%4. Crop damage in Europe and the likelihood 
of a much smaller Canadian harvest this year, sparked the 
price improvement. May corn gained 3% cents in the two 
weeks ending August 24 to close at 158%. The Commodity 
Credit Corporation is making steady progress in marketing 
corn in danger of deterioration and it is expected that an 
announcement will be made in a few weeks indicating that 
these stocks have finally been cleaned up. European demand 
for corn is expected to be higher this season because of crop 
damage abroad and our own consumption should also in- 
crease. Cotton futures have been plodding along slowly in 


recent weeks with the October option managing no more than 
a 10 point rise in the fortnight ending August 24. The Inter. 
national Cotton Advisory Committee has reported that free 
world cotton consumption in the season ending July 31, 1954 
was at an all-time high of 27 million bales but output ex- 
ceeded usage and the world carryover rose more than 2 
million bales to reach 17.5 million bales. However, the 
rise in carryover was confined to the United States while 
stocks in the rest of the world declined sharply, improv. 
ing the outlook for American cotton exports. Coffee futures 
were extremely weak in the period under review and 
the December option lost 14.85 cents to close at 69.50, 
The Brazilian announcement that dollar proceeds from 
sales of coffee here would have a greater cruzeiro value, 
contributed the main impetus to the break while political 
troubles in that country added to liquidation. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2Wks. 3Mos. 1Yr. Dec. 6 

Aug. 23 Ago Ago Ago 1941 

22 Commodity Index 91.6 91.1 929 89:9 53:0 
9 Foodstuffs .. 99: 996 1025 957 46.1 
3 Raw Industrial ........ 86.4 85.5 866 85.9 58.3 


Date 2Wks. 3Mos. 1Yr. Dec.6 

Aug. 23 Ago Ago Ago i941 

5 Metals ad 755 953 “939 95:5 SHG 
The OE ens 88.2 87.4 87.1 90.6 563 
4 Fots -& Oils \........:.. INT 6679 6748 6€©6632 6 C556 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26,1939—63.0 Dec. 6, 1941—85.0 


1953-54 1952 1951 1945 1941 1939 1938 1937 
High 162.2 181.2 215.4 111.7. 88.9 67.9 57.7 866 
low ................ 147.8 160.0 176.4 986 58.2 489 47.2 54.6 
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Average 1924-26 equals 100 


1953-54 1952 1951 1945 1941 1939 1938 1937 
| Rages eee . 183.7. 192.5 2145 95.8 743 78.3 65.8 93.8 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1, Give all necessary facts, but be brief. 

2, Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4, No inquiry will be answered which is mailed in our postpaid reply 


5, Special rates upon request for those requiring additional service. 





National Lead Company 


“IT am interested in holding good 
socks for the long-term and as I have 
a modest holding in National Lead Co., 
will you please advise whether in your 
opinion the company has further long- 
term growth prospects and whether the 
stock should be retained?” 


T. G., Allentown, Pa. 


National Lead Company has 
followed its policy of increasing 
its diversification in various fields 
and has become a leader in tita- 
nium products, including paint 
materials and also a number of 
newer metals, such as zirconium. 
Doehler-Jarvis large producer of 
non-ferrous metal die castings, 
and an important manufacturer 
of ornamental and general hard- 
ware was acquired in 1953 and 
this has further increased the 
company’s diversification. 

National Lead has been the 
largest producer of lead paints 
and pigments and a large list of 
ther products. The company op- 
erates a Government-owned nick- 
el mine and a uranium plant for 
the Atomic Energy Commission, 
and a new cobalt mine. 

As long-term growth prospects 
continue good, we recommend re- 
tention, 

Net sales for the six months to 
June 30th 1954 were $209,222,485, 
net income $17,569,659, equal to 
$1.46 per common share based on 
11,302,780 common shares out- 
tanding. This compares with first 
half of 1953 net sales of $217,936,- 
229, net income of $13,807, 715, 
qual to $1.13 per common share 
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based on 10,921,313 average num- 
ber of shares outstanding during 
the period. 

Net income for the full year of 
1953 was $30,848,928—a 34% in- 
crease from the $23,060,054 re- 
ported for 1952. Contributing to 
this favorable earnings report 
were all the company’s major di- 
visions, including from March Ist 
1953, the newly acquired Dohler- 
Jarvis Division. 

Net income per common share 
for the year 1953 was $2.58 on 
11,112,047 shares, the average 
number outstanding during the 
year, compared with $2.06 on 
10,158,375 shares in 1592. 

Sales in 1953 attained a high, 
both as to value and physical vol- 
ume, Dollar sales total $436,050,- 
592, a 22% increase over 1952. 

The Titanium Division with its 
expanded plant capacity, recorded 
larger sales and shipments. Long 
important in the paint field, ti- 
tanium pigments are now being 
used increasingly in the paper, 
plastics and rubber industries. 
The Baroid Sales Division report- 
er higher sales, enlarged plant fa- 
cilities enabling it to keep well 
abreast of requirements in the oil 
well drilling industry. Increased 
sales were also reported by the 
Titanium Alloy Manufacturing 
Division, which produces tita- 
nates, zirconium pigments and 
ferro alloys of titanium. 

Dividends including an extra 
totaled $1.75 per share in 1953, 
quarterly dividends have recently 
been increased from 40c to 50c 





per share with the next payment 
to be made on September 30th. 


Stokely-Van Camp, Inc. 

“As one of your subscribers, I re- 
quest your comment and late informa- 
tion on Stokley-Van Camp. An airmail 
stamp is enclosed for your reply.” 

K. F., St. Louis, Mo. 

Stokely-Van Camp, Ine. is a 
leading processor of canned and 
frozen fruits and vegetables. In 
the fiscal year ended May 3lst, 
1954, net income amounted to 
$3,005,530 after all charges and 
taxes. This is equal, after pre- 
ferred dividend requirements, to 
$2.12 per share on 1,184,574 
shares of common stock outstand- 
ing on May 31st. In the preceding 
fiscal year, net income of $2,779,- 
082 was earned, or $1.93 per com- 
mon share on the same share 
basis. 

Sales for the latest fiscal year, 
including increased sale to the 
Government, were $121,653,728. 
This volume is 6.32% above the 
$114,420,644 sales for the preced- 
ing year, an dit is 2.38 times the 
volume of $51,034,834 for the year 
ended May 31, 1944. 

In acquiring Pictsweet Foods, 
Inc., last July, Stokely-Van Camp 
gained greater participation in 
the fast growing frozen foods in- 
dustry, and the company intends 
to build a ‘strong, nation-wide 
frozen foods organization. Addi- 
tional long-term financing will be 
arranged to replenish the $5,620,- 
000 applied to the acquisition. 

The major elements of promise 
in the outlook for the company 
include continued growth in popu- 
lation, well-maintained dietary 
standards, a high level of con- 
sumer buying power, prospective 
ample food supplies. 

Competition in the company’s 
industry is keen but the outlook 
over coming months appears sat- 
isfactory. 

Dividends in 1953 amounted 
to 90c per share plus 5% in stock. 
Cash dividends declared this year 
up to October 1st totalled 70c per 
share. 

(Please turn to page 715) 
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The Business Outlook 
Through 3rd—4th Quarters 





(Continued from page 675) 


firm is indicated by the fact that 
recessionary influences of a gen- 
eral nature have not been able to 
develop in the past three months. 
All the major indices now point 
to increasing stability, though the 
actual economic level is still ra- 
ther substantially below that of 
the peak of last year. However, 
stability is not equally typical of 
all segments of the economy. As 
we have seen, the major heavy 
industries, automotive and steel 
principally, are at a _ relative 
pause. 

It is not too far-fetched to say 
that the business trend over the 
next few month will be influenced 
largely by conditions in the all- 
important automotive industry. 
Since this industry, together with 
its vast ramifications into prac- 
tically every branch of industry, 
now accounts for not less than 
20-25% of the total national out- 
put in dollar value, it can be seen 
that whether or not we have an 
early restoration of close-to-boom 
conditions depends to a large ex- 
tent on whether or not demand 
for new cars broaden substanti- 
ally in the near future. 

One clue to the probable trend 
is the fact that the public, while 
still distinctly price-conscious, has 
recently been showing a disposi- 
tion to increase purchases though 
this has yet to show up on a large 
scale in the heavy items of per- 
sonal use. 

Lower personal taxes are help- 
ing to bring about a change in 
the mood of buyers. At the same 
time, credit is abundant and 
rates low, due to government 
policy. Assistance is also afforded 
through speeding-up of defense 
contracts and state and municipal 
projects which are increasing 
rapidly. 

Probably, the full force of lib- 
eralized government policies on 
taxes, credit and public (includ- 
ing defense) works will not be 
felt until the end of the year, or 
early next year. Since we are now 
approaching the fourth quarter, 
demand will have to increase 
quickly if that period is to register 
a substantial increase in economic 
activity. It will in any case, how- 
ever, show an increase over the 
third quarter which, this year, 
will be the poorest so far as the 
heavy industries are concerned. 


710 


According to available evidence, 
if the steel and automobile indus- 
tries are a guide, we should ex- 
pect a moderate and gradual, but 
not a sharp, increase in the total 
national product. We should not 
expect to see much of a decrease 
in unemployment. 

Many of the current problems 
of business will remain but a defi- 
nite, though mild, improvement 
seems in sight. This could build 
a foundation on which a real re- 
covery can be based after the turn 
of the year. —END 





Eisenhower's Economy 
Budget 





(Continued from page 667) 


to brood over is an item of $23,- 
900,000 for what is designated as 
a “classified project.” In Pentagon 
parlance, classified, of course, 
means top secret. The sum is one 
of the smaller items in the Air 
Force budget but still nearly $24 
million is a lot of money. Is it to 
be spent on a trip to the moon or, 
at least, preparation for one? 


All Sections of Country to Benefit 


The Air Force expenditures are 
to be very widely scattered over 
the country. There are well over 
a hundred air force bases of dif- 
ferent kinds, each of which has a 
definite allocation of funds so, 
presumably, there will be a wide 
distribution of contracts and in- 
stallation business. For example, 
it is provided that Abilene Air 
Base in Texas is to have this year 
$17,435,000 for such things as new 
pavements, fuel storage facilities, 
troop housing and the great va- 
riety of facilities that go with such 
an establishment. Lockbourne Air 
Base at Columbus, Ohio, gets $10,- 
687,000; Miles City, Montana, $8,- 
391,999; Traverse City, Michigan, 
$8,635,000 and so on in about half 
the States on the country. 

Then too, there are very special 
undertakings. The Arnold Engi- 
neering Dvelopment Cénter at 
Tullahoma, Tennessee, is provided 
with $73,500,000 for, among other 
things, testing facilities. There are 
sums set aside for Alaskana bases, 
Hawaiian and Puerto Rican and 
the Far East. The substantial 
item of $110,325,000 is granted 
to the Secretary of the Air Force 
with the authorization “to estab- 
lish or develop classified military 
installations and facilities for air- 
craft control and warning sys- 
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tems.” There appears to be wide 
discretion vested in the Secretary 
as to how and where this sum is 
to be spent. And, of course, such 
plans, as the Act says, are classi. 
fied. 

With the existing Navy intact, 
no great building program is con. 
templated although it is under. 
stood submarine planning and 
construction is to receive the chief 
emphasis. For construction, con- 
version and acquisition of naval 
vessels, including armor, machine 
tools and operations in public and 
private plants there is an immedi- 
ate appropriation of $1,042,000, 
000 and it is provided that for. 
ward commitments shall not ex- 
ced $4,370,500,000. There is an- 
other item to cover maintenance 
and operation of facilities and for 
designing which runs to $818, 
681,000. One of the items of re. 
duction is in naval personnel. It 
is provided that the force of of- 
ficers and men shall decline from 
738,950 at the beginning of fiscal 
1955 to 682,000 at the end. 

The Navy has its own quite sub- 
stantial air arm with 9,941 air- 
craft. This is to be maintained but 
what is of major importance is 
that steady modernization is to 
be accomplished through the year, 
For aircraft and facilities, the 
Navy has $785 million and with 
this it is directed to bring about 
many improvements. At present 
Navy aircraft is rated as being 
only 45 per cent modernized. The 
new law directs that the Navy 
shall work to the end of having 
the aircraft 87 per cent modern- 
ized by the end of December, 1956. 

The United States Marine Corps 
which comes under the Navy is to 
be strengthened. There are only 
about 25,000 in the Marine Corps 
now but this is to be increased 
to 42,300 by the end of fiscal, 1955. 
The Corps has $614 million and 
here, again, there is to be main- 
tenance of its air strength. Three 
combat divisions of Marines are 
to be maintained and three com- 
bat air wings at full strength. 

Traditionally, the United States 
has never long maintained many 
men under arms save in time of 
war but the current Defense Law 
does not contemplate any substan- 
tial demobilization. The actual 
strength of the Army at the end 
of 1953 was 1,481,177. Any mili- 
tary plans are subject to over- 
night change depending upon the 
world political situation but the 
new budget provisions are for an 
average strength over the fiscal 

(Please turn to page 712) 
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Guarding against Nature 


New and improved materials are reducing the toll you pay to sun, wind, and rain 


Nature's not always friendly, for we must pay, directly 
or indirectly, the cost of damage to our homes, our 
cars, and other possessions by wind, water, and the 
heat of the sun. 
OUT OF OUR POCKETS— Losses to the elements, 
through rust, decay, and evaporation, today cost the 
average American family about $250 a year. 
Industry’s scientists are making constant progress in 
combatting these losses. Your window screens and car 
trim, alike, now remain rust-free and bright, when made 
of stainless steel. 
NEW CHEMICALS and resins are the basis of versatile 
plastics, and give added life and brilliance to paint for 
your home. They also protect your car and even the 
hulls of ships. Recently-developed silicone water-repel- 





ELECTROMET Alloys and Metals 
HAYNES STELLITE Alloys 
LINDE Silicones 


NATIONAL Carbons 
EVEREADY Flashlights and Batteries 


UCC’s Trade-marked Products include 


PRESTONE Anti-Freeze 
PYROFAX Gas 
BAKELITE, VINYLITE, and KRENE Plastics 


lents protect the masonry walls of our buildings by 
letting moisture out, but not in. 

HOW UCC HELPS—Providing industry with a stead 
ily-increasing variety of materials that resist the harm- 
ful effects of the elements is one of the important jobs 
of the people of Union Carbide. 

FREE: Learn how ALLOYS, CARBONS, GASES, CHEMICALS, 


and PLASTICS improve many things that you use. Ask for 
“Products and Processes” booklet F. 


Union CARBIDE 


AND CARBON CORPORATION 
30 EAST 42ND STREET CC} NEW YORK 17, N. Y. 


In Canada: UNION CARBIDE CANADA LIMITED 





Dynel Textile Fibers 
ACHESON Electrodes 


SYNTHETIC ORGANIC CHEMICALS 
PREST-O-LITE Acetylene 
LINDE Oxygen 
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year 1955 of 1,308,558, The twenty 
divisions of 1953 are to be cut to 
17 by June, 1955 but the 114 anti- 
aircraft battalions of 1953 are to 
be increased to 122. 


Military Research Aids Industry 


There is an item of $2,7924,000,- 
000 for maintenance and opera- 
tions which is about $524 million 
iess than the Budget estimate orig- 
inally called for and $1,550,000,- 
000 less than the sum appropri- 
ated for fiscal 1954. The National 
Guard is allowed $218,530,000. In 
peacetime when vast sums in am- 
munition are not being shot away, 
the payroll is the big item. The 
item of $4,150,000,000 is about 
$60 million under the Budget es- 
timate and $558 million under the 
sum appropriated for fiscal, 1954. 
Obviously, it is unnecessary to 
embark upon any tremendous pro- 
gram for tank and other mechan- 
ized equipment although the huge 
investment the Army already has 
in such materiel will be protected 
through proper maintenance. 

As never before, all branches of 
the armed services are authorized 
and provided money to proceed 
with research and development, 
fields in which, obviously, they will 
necessarily cooperate with many 
branches of American industry. 
The lessons of previous struggles 
in which American industrial pro- 
duction turned the tide of battle 
have been taken to heart by the 
High Commands as never before 
and what is of particular import- 
ance, by the Congress. Very large 
sums have been allowed for fiscal 
1955 for delving into the unknown. 
In this connection, it is impressive 
to quote from the report on the 
Defense Appropriation Bill sub- 
mitted by the House Committee on 
Appropriations, The report says: 
“With a tendency toward decreas- 
ing emphasis on warfare by con- 
ventional mass armies, with a de- 
crease in the military personnel 
strength of our own Army and 
with new weapons and devices of 
literally unthought of possibilities, 
the maintenance of a sizable re- 
search structure is of primary im- 
portance.” This view is backed up 
with $345 million. This is a far 
cry from the attitude of the War 
Department which, during the 


712 


Civil War, refused even to con- 
sider the Gatling gun with the 
explanation that they were too 
busy fighting a war to be bothered 
with inventions! Indeed, it is only 
fairly recently that there has been 
much change in that attitude. 

The Navy has for fiscal 1955 
the sum of $419,874,000 for re- 
search and development. It is in- 
teresting to observe that aircraft 
and facilities will receive $178 mil- 
lion of this and ordnance $125 
million compared with only $66 
million for ships. The Air Force 
has about $409 million for its re- 
search work, quite a bit below the 
Budget request, however, which 
was for $430 million. This is not 
because the importance of the 
work is underestimated but be- 
cause there is some unobligated 
money from last year, for this 
department of effort. 

There has ben growing dubious- 
ness in Congress on the question 
of spending large sums abroad 
and this is reflected to some ex- 
tent in the cutting of the Presi- 
dent’s request for $4,119,000,000 
to $3,615,000,000. This is for mili- 
tary assistance. With allied pro- 
grams technical assistance and 
like, the overall cut is from a 
recommended $6,020,000,000 to 
$5,243,000,000. 


Stockpiling Program 


Stockpiling of essential mate- 
rials is largely a discretionary pro- 
gram dependent upon what ap- 
pear suitable and advantageous 
opportunities to make purchases 
when prices and availability are 
right. There is authorization, for 
example, to purchase up to 200,- 
000 tons of lead and 300,000 tons 
of zinc but whether that amount 
or less will be purchased during 
the year is uncertain. The same is 
true of other materials. 

There has been much specula- 
tion as to the basic policy of the 
Administration on the Public 
Debt, arising from the recom- 
mendation for a $15 billion in- 
crease in the limit. Congress has 
allowed this ceiling to be raised 
at need only $6 billion with the 
authorization running only to 
June 30, 1955. There is no policy 
nor desire to increase the Public 
Debt; all the Treasury wants is 
enough leeway for operations 
within the law until some of the 
inherited obligations are worked 
off and a steady debt reduction 
plan can be embarked upon. Sec- 
retary of the Treasury Humphrey 
has explained that sometimes a 
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delay in mail deliveries over the 
weekend threatens violation of 
the debt limit law merely because 
there is no leeway. 

In discussing the debt limit, 
Senator Byrd, leading opponent 
of any relaxation, pointed out in 
the Senate that abolition of the 
Mills Plan of anticipated tax pay. 
ments and return, under the new 
revenue, law, to straight quarterly 
payments, will soon remove the 
Treasury’s difficulties and bring 
a smoother flow of revenue. Mean. 
time, the determination to keep 
taxes and expenditures down, to 
reverse the leap of inflation and 
to bring an early balance to the 
budget remains firm. —END 





Will Steel Demand Revive? 





(Continued from page 688) 
and semi-integrated companies 
have not done nearly as well in 
maintaining their earnings. In 
many cases, they have had to 
shade their prices to book busi- 
ness, and even then, their produc- 
tion has been lower than the 
major companies. Furthermore, 
their facilities are not as modern 
as those of the larger companies. 
Hence, until steel production 
turns up vigorously, these smaller 
producers will do well to retain 
their current dividend rates, and 
some are finding it necessary to 
order reduced distributions. 

Profits: We can see this con- 
trast in efficiency in the perform- 
ance of the individual companies, 
in the first half. The biggest in- 
tegrated producer, U. S. Steel, 
made a net profit of $93.9 million 
for this period, against $105.0 
million for the same period of 
last year. Bethlehem came within 
a million of equalling the first half 
of 1953, showing a net of $58.5 
million in the first six months of 
this year, against $59.5 million in 
the same period of last year. In- 
land actually improved on its per- 
formance, showing $19.4 million 
against $15.6 million. So did Arm- 
co, with $19.0 million, against 
$16.0 million. 

But what do we find among the 
smaller integrated companies and 
among the semi-integrated pro- 
ducers. Sharon’s net for the six 
months fell from $4.1 million to 
$644,000. Crucible was down from 
$3.9 million to $1.3 million. Al- 
legheny-Ludlum was down from 
$4.2 million to $1.9 million. De- 
troit Steel dropped from a profit 
of $3.5 million to a net loss of 

(Please turn to page 714) 
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Source of new industries 


Improvements over such a wide range indicate 








The development of new industries based on 
chemistry is one of the interesting characteristics 
of our twentieth century. Many products of our 
farms, mines and forests—and even the elements 
in the air we breathe—are being transformed by 
chemical research and chemical processes into 
new products on which new industries are being 
built, older industries expanded. 

For example, chemicals produced from varied 
sources by American Cyanamid Company are 
responsible for advancements in such diverse 
products as plastics, detergents, metals, rubber, 
lubricants, textiles, surface coatings, dyes, pig- 
ments, fuels, insecticides, fertilizers, explosives, 
drugs and antibiotics, and others. 





the scope of Cyanamid research and the large 
number of different industries which the Com- 


pany serves. 
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Will Steel Demand Revive? 





(Continued from page 712) 


$567,000. 

Clearly, in this shake-down 
period, the bigger companies have 
shown recession-resistance. This 
is going to be a powerful argu- 
ment in favor of more mergers. 

In short, the steel industry has 
shown remarkable stability dur- 
ing the recession which began 
about a year ago. 

In fact, it could be said that 
the industry has never given this 
performance before. Its leaders 
appear to be determined to end 
its status as a feast or famine 
industry. They are looking ahead 
to the needs for large investments 
to modernize and expand their 
capacity, as the needs for steel 
continue to grow. This will mean 
that the industry will have to im- 
prove its investment ranking, so 
that at least a fair share of the in- 
vestment load will be carried by 
financing, rather than by plowing 
profits back into the business. To 
improve its investment ranking, 
the steel industry leaders feel the 
industry must improve its profits 
performance, not merely in good 
times, but during recessions as 
well. 

Ernest T. Weir, chairman of 
the National Steel Corporation, 
outlined this problem at the 
meeting of the American Iron & 
Steel Institute last May. He said 
the industry would probably 
have to invest an average of $1 
billion a year over the next 30 
years, to keep up with the na- 
tion’s need for more steel. If costs 
of stee] making go up, steel prices 
will have to be raised, Mr. Weir 
has said. This spells much greater 
stability in the steel industry 
than in the past. —END 





Prospects for Chemicals 





(Continued from page 691) 


chemicals sufficiently attractive at 
this juncture for additions to 
their portfolios, thereby elimin- 
ating one of the most important 
props under the market prices for 
these shares. 

No attempt is being made in any 
way to present arguments which 
would detract from the strictly 
long range merit of investing in 
the chemicals. This business, and 
rightly so, still stimulates one’s 
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imagination. Plastics, fibers, pet- 
rochemicals, synthetic fertilizer 
material, detergents and the 
many as yet not marketed new 
products in the experimental 
stage, continuously open up new 
horizons. (In 19538, output of 
plastics was more than 160% 
greater than in 1946.) 


Longer-range Outlook 


In recent years, there has been 
a superior growth trend in the 
so-called light vs. heavy chem- 
icals, although the latter remain 
the work horses of the industry. 
Recent estimates by Federal 
Agencies indicate that in 1975, 
the chemical industry will be sev- 
eral times as large as it is today. 
In this connection, it is interest- 
ing briefly to review some of the 
more basic figures pertaining to 
the industry. Prior to 1914, most 
chemicals were imported. World 
War I marked the beginning of 
the United States chemical indus- 
try which has, in recent years, 
been growing at an average rate 
of more than twice the rate of 
other industrial output. In these 
forty years, the value of products 
has risen to $20 billion from $2 
billion, and employment to three- 
quarters of a million from some- 
what over one-quarter of a mil- 
lion persons. These figures illus- 
trate the degree of mechanization 
which has taken place as well as, 
to some minor extent, being a re- 
flection of the generally higher 
price levels. 

The annual payroll of the chem- 
ical industry now amounts to $3.2 
billion, as compared with $192 
million in 1914. Another inter- 
esting fact is that 20% of all in- 
dustrial research is carried on in 
chemistry, with more than $250 
million having been spent last 
year by this industry. As research 
represents the lifeblood of the 
chemical industry, there is no 
doubt whatever that such expen- 
ditures will remain not only at a 
high level, but may well increase 
further. This is in contrast with 
outlays for new construction of 
additional production facilities. 


Outlook for Plant and 
Equipment Expenditures 


Present indications point to an 
estimated $1.4 billion that will be 
spent on plant and equipment in 
1954—a drop of 14% from the 
1953 total. Part of these expen- 
ditures will be for completion of 
major projects started during the 


last two years, with a steadily in. 
creasing proportion being allo. 
cated to modernization of exist. 
ing facilities. It is noteworthy 
that the chemical industry ip. 
creased its capacity by 10% last 
year, while consumption rose only 


51%. 


Increased Competition 


Under conditions as one can 
foresee them over the immediate 
future, competition will be ver 
keen, thus making efficiency of 
operations a prime requisite. 
Moreover, unless tariffs should be 
changed, foreign competition will 
probably become more noticeable 
in this country. Abroad, the 
American chemical manufacturer 
has already felt the resurgence of 
the German, French, Italian ané 
English influence. As elsewhere, 
a recent trend in the industry has 
been the rising number of mer. 
gers and acquisition of smaller 
companies by the larger con- 
cerns. That trend is likely to per. 
sist, as many of the lessor fac. 
tors in the business are finding the 
going increasingly more difficult. 
This, of course, will give the in- 
formed investor profit possibil- 
ities that would not exist under 
different circumstances. 

Reviewing the foregoing, the 
question arises what attitude the 
average investor should adopt 
with respect to chemical stocks. 
Under the assumption that pres- 
ent market prices have gone 
ahead of business conditions and 
do not adequately reflect the in- 
dustry’s need for a period of 
digestion and consolidation ac- 
companied by stiffening competi- 
tion, there would currently be 
only a few stocks which one may 
regard as not having rather fully 
discounted their immediate pro- 
fits. Among those are Hercules 
Powder, Victor Chemical, Block- 
son Chemical and even Rohm & 
Haas, despite its elevated price. 
Those that seem rather advanced 
in price include Union Carbide, 
Monsanto, Dow, and_ perhaps 
Spencer Chemical. 

Giving recognition to the ever 
increasing share of the petro- 
chemical output, which by now 
accounts for 25% of total chem- 
ical production and 50% of al! 
sales, certain oil companies should 
not be overlooked. Estimates are 
that by 1962, 50% of total chem- 
ical output will be in petro-chem- 
icals. As a suggestion, it appears 
that an interest in Shell Oil, for 
instance, would represent a soun 
commitment. —END 


THE MAGAZINE OF WALL STREET 





( 


Nort 
“Di 
pany 
its vm 
m th 


T} 
gran 
indic 
gro} 
servi 
pipe! 
tialls 
pans 

Ne 
mon’ 
was 
basis 
stock 
$1,5( 
twel 
amo 
the s 
peri 
outs’ 
1954 
365, 
1954 
the 

Tl 
prog 
shou 
of O 
eubi 
brin 
cubi 

T 
has 
$25 
sold 
400 
offe) 
shat 
seril 
gros 
bala 
cost 
han 

T 
gas 

Si 
Br 
requ 
gas 
now 
ral | 
of . 
cons 
pan 
Pov 
sary 

mil 
Sur 
per 
sior 
of £ 


dily in. 
gallo. 
F exist. 
worthy 
try in. 
\%o last 
se only 


ne can 
nediate 
ye Very 
ncy of 
quisite. 
ould be 
on will 
iceable 
d, the 
ucturer 
ance of 
an and 
where, 
ry has 
f mer- 
smaller 
r  COn- 
to per. 
yr fac. 
ing the 
ifficult. 
the in- 
»ssibil- 
under 


go, the 
de the 
adopt 
stocks. 
; pres- 

gone 
is and 
he in- 
od of 
yn ac. 
m peti- 
ly be 
e may 
r fully 
2 pro- 
reules 
Block- 
hm & 
price. 
ranced 
bide, 
rhaps 


> ever 
petro- 
r now 
chem- 
of al 
should 
2s are 
chem- 
chem- 
pears 
il, for 
sound 
—END 


"REET 





—_—_ 


Answers to Inquiries 





(Continued from page 709) 


Northern Natural Gas Company 
“Does Northern Natural Gas Com- 
yany qualify as a growth company in 
its industry? Please present recent data 

m the company and its prospects.” 
G. M., Honolulu, T. H. 

The extensive expansion pro- 
gram of Northern Natural Gas, 
indicates that it has further 
growth prospects. Territory 
served is extensive. Capacity of 
pipeline was increased substan- 
tially last year and further ex- 
pansion is under way this year. 

Net income for the _ twelve 
months ended June 30th, 1954 
was $9,749,669 on a consolidated 
pasis after dividends on preferred 
stock. This was an increase of 
$1,503,709 over the previous 
twelve months. The net income 
amounted to $2.94 per share on 
the shares outstanding during the 
period and to $2.67 on the shares 
outstanding at the end of June 
1954 (which gave effect to the 
365,400 shares issued in June 
1954, as part of the financing of 
the 1954 construction program). 

The $52.6 milion construction 
program is well under way and 
should be completed by the end 
of October. It will add 100 million 
cubic ft. to daily pipeline capacity, 
bringing the total to 1.1 billion 
cubic feet per day. 

The financing for such program 
has been completed. An issue of 
$25 million of debentures was 
sold in July and an issue of 365, 
400 shares of common stock was 
offered to stockholders at $38 per 
share in June, was_ over-sub- 
scribed, bringing the company 
gross proceeds of $13,885,200. The 
balanee of the 1954 construction 
cost will be met from funds on 
hand. 

The company is expanding its 
gas supply in Canada. 

Sixty million cubic ft. per day 
of additional capacity has been 
requested for the fall of 1955 by 
gas utilities serving communities 
now connected to Northern Natu- 
ral Gas System, or in the process 
of connection under this year’s 
construction program. The com- 
pany has applied to the Federal 
Power Commission for the neces- 
sary certificates covering a $12 
million extension to Duluth and 
Superior, for 18,000,000 cubic ft. 
per day and a $6,700,000 exten- 
sion to supply the requirements 
of Aberdeen and a group of other 
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South Dakota communities, with 
requirements of 14,000,000 cubic 
ft. per day and an additional sale 
of 12 million cubic ft. of gas per 
day on a firm basis to Allied 
Chemical & Dye Corp., for an ex- 
pansion of its fertilizer plant near 
Omaha, Nebraska. These new 
market requirements total 44,- 
000,000 cubic ft. per day. 

An $8,100,000 a year rate in- 
crease application has been filed 
by Northern with the Federal 
Power Commission, to cover its 
estimated cost of service of $100,- 
164,000 for the year 1955. An 
effective date of December 27th, 
1954 was requested by Northern, 
and the rates have been suspended 
by the commission to such date. 
The application included among 
other things, a requested rate of 
return of 614%. 

Dividends totalling $1.80 per 
share were paid in 1953 and the 
present quarterly dividend is 50c 
per share. Prospects over the near 
and long-term continue favorable. 


Truax-Traer Coal Company 


“The coal industry has been regarded 
in some quarters as a sick industry but 
income yield on some of the better stocks 
in the group is generous and therefore 
I’d like to receive late information on 
Truax-Traer Coal Co.” 

W. D., Orlando, Florida 


Production of Truax-Traer Coal 
Co. for the first four months of 
1954 was only 3% below that of 
the preceding year, while produc- 
tion for the entire industry was 
down about 18%. Production for 
the fiscal year ended April 30, 1954 
exceeded the previous year’s total 
by 3%. Sales of coal purchased 
from other producers, however, 
declined 11” 

Consolidated net income for the 
fiscal year was $2,502,035 after 
all expenses and taxes, equivalent 
after preferred dividends to $1.95 
on 1,103,648 shares of common 
stock outstanding, compared with 
net income of $2,802,377 and $2.21 
a share for the preceding fiscal 
year. Increased productivity and 
substantial savings on production 
costs were more than offset by the 
decline in coal prices. 

Net sales for the year, includ- 
ing sales of purchased coal and 
merchandise were $50,536,105 
against $52,710,722 for the pre- 
vious year, a decrease of 4%. 

The past year was a disappoint- 
ing year for the coal industry and 
the year 1954 thus far has con- 
tinued in a downward spiral in 
national production. The national 
tonnage of 435 million tons in 1953 


was some 195 million tons below 
the peak year of 1947. The uncon- 
trolled importation of cheap resid- 
ual fuel oil from foreign countries 
at the expense of American capital 
and labor; the Governmental atti- 
tude which permits the dissipation 
as industrial fuel of a valuable 
national resource, natural gas; 
and the continuing conversion of 
railroad power to diese] locomo- 
tives are the three factors which 
account for most of the tonnage 
lost by the coal industry. These 
circumstances, together with an 
unused productive capacity have 
resulted in a competitive condi- 
tion with a downward spiraling 
of prices which at times has ap- 
proached real fear among some 
producers. 


Inevitably these developments 
have reacted on employment. 
Through capital improvements, 
closer supervision, closing up one 
mine and concentration of effort, 
the company’s payroll has been re- 
duced by 746 employees during the 
year. This was done with extreme 
regret and only from economic 
necessity. 

The management of Truax- 
Traer believes coal prices have 
reached bottom and the future out- 
look is for slightly higher prices. 

It is obvious that until the 
fundamental problems afflicting 
the coal industry have a better 
chance of reasonable solution, the 
outlook for the companies in this 
industry must remain shrouded 
in doubt for some time to come. 

During April, 1954, Dakamont 
Corp. as lessee, finished a drilling 
project on the company’s Bowman 
County, North Dakota, acreage at 
10,600 feet with negative results. 
While encouraging showing of oil 
was found in at least two forma- 
tions, it was not in sufficient quan- 
tity to be commercially developed. 
Some negotiations for leases to 
other oil producers in other loca- 
tions are being carried on, but as 
yet there is nothing tangible to 
report. 

Dividends in 1953 totaled $1.60 
per share and 40c quarterly has 
been paid thus far in the current 
year. While the current income 
yield is generous, there is no assur- 
ance that the present rate will be 
maintained. 

For the quarter ended July 31, 
1954 net sales were $9,001,598, 
net profit $201,687 equal to 10 
cents per share. In the same quar- 
ter in 1953 net sales were $11,- 
593,856, net profit $417,773, equal 
to 30 cents per share. —END 
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Crisis in Japan 





(Continued from page 684) 


for goods ordered in the days of 
the Korean boom period. 

Currency inconvertibility, trade 
discrimination, and increased 
competition in world markets 
have been still other factors that 
have held back Japan’s export 
trade. Largely because of the op- 
position of the Lancashire textile 
mills, Japan has been kept out of 
G.A.T.T. (General Agreement on 
Tariffs and Trade) and hence has 
been deprived of the opportunity 
to profit from most-favored-na- 
tion treatment. 


Can Japan’s Economy 
Be Made Viable? 


As the Journal of Commerce 
commented recently, the problem 
of Japan “brings another large 
and unwelcome chicken to roost 
with the United States and its 
Allies.” It is no easy problem. 
Japan was one of the most mal- 
adjusted countries before the Sec- 
ond World War and went to war 
to improve her economic position. 
She is now a cornerstone of the 
Far Eastern defense system and 
her military potential could make 
this system strong enough to 
stand up to the combined Sino- 
Soviet power; but the moderniza- 
tion and the expansion of Japa- 
nese industries will make compe- 
tition in world markets even 
tougher than it is now for the 
United States and its Allies. To 
quote from an address of Walter 
S. Robertson, Assistant Secretary 
of State for Far Eastern Affairs, 


“the issue at stake is the same’ 


issue that was at the stake on 
the battlefields of Korea; the 
defense and strengthening of 
the Free World. We shall see it 


demonstrated whether it be 
easier in our society to send 
80,000 of our youths to their 
deaths or to expose our domes- 
tic producers to an increased 
competition that all but a small 
minority could take in their 
stride and that consuming pub- 
lic would benefit from. This is 
putting the question in harsh 
terms, but the realities we face 
are themselves of an unrelent- 
ing harshness.” 

Obviously there is no single 
way of solving Japanese economic 
problems. Japan must help her- 
self by purging her economy of 
inflation and by engendering con- 
fidence in her currency. The 
United States and Western Eu- 
rope can aid by financing the re- 
placement of obsolete plant and 
equipment, by taking more Japa- 
nese goods, and by encouraging 
the international flow of goods in 
general through convertibility and 
the removal of trade discrimina- 
tions. 


Belt-Tightening Has Not 
Gone Far Enough 


The Yoshida Government aus- 
terity program, mentioned ear- 
lier, has included tight money, 
restriction of imports, reduced 
budget expenditures, credit con- 
trol with priority shown to the 
industries contributing to ex- 
ports, and vigorous efforts to en- 
courage exports. A lower level of 
production for the domestic mar- 
ket has been planned and prepa- 
rations have been made to meet 
increased unemployment. There 
are signs that the country’s econ- 
omy is healthier than a year ago. 
The trade deficit was actually re- 
duced during the second quarter, 
though not enough to offset the 
vacuum created by declining 
American military expenditures. 
These expenditures—consisting of 
special procurement orders for 
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A quarterly dividend of $0.50 
per share in cash has been 
declared on the Common 
Stock of C. I. T. Frnancrau 
Corporation, payable Octo- 
ber 1, 1954, to stockholders 
of record at the close of busi- 
ness September 10, 1954. The 
transfer books will not close. 
Checks will be mailed. 

C. Joun Kunn, 


Treasurer 
August 26, 1954. 
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Korea and of spending for goods, 
and services by U. S. troops sta- 
tioned in Japan and nearby areas 
—were reported at about $780 
million in 1953, but have declined 
to an annual rate of less than 
$600 million currently, and may 
drop to $200 million within a year 
or two. In practical terms this 
means that from here on Japan 
must fill $700 to $800 million of 
the billion-dollar trade gap either 
by cutting imports or by boosting 
exports. 

Neither of these courses will be 
easy. Drastic devaluation of the 
yen, officially quoted at 360 to the 
dollar but selling in the free mar- 
ket at about 420 to the dollar, 
would offer only a temporary re- 
lief, useless and even harmful un- 
less accompanied by decisive 
internal adjustments. Only if 
these internal adjustments are 
carried out, and new investment 
is financed from savings and not 
from bank credit expansion, is 
the devaluation likely to be a suc- 
cess. Some Japanese economists 
believe that prices in Japan must 
be forced down by 20 to 25 per 
cent if Japan is to get its trade 
into balance. 

The trouble, of course, is that 
each new wave of austerity cre- 
ates dissatisfaction not only 
among workers but also among 
industrialists. It may well be 
that only a strong leader, who has 
not been closely associated with 
the U. S. occupation or with U. S. 
policy in Korea—as the Yoshida 
Government has been—could rally 
the Japanese people and carry out 
the necessary drastic reforms. 
Unfortunately, the right-wing 
parties which might logically be 
expected to do this either are 
ultra-nationalist or favor state 
controls and planning. 


Southeast Asia Marshall Plan? 


Thus if the United States wants 
to see a friendly government, 
such as that of Yoshida, remain 
in power in Japan, it can hardly 
escape giving some assistance to 
such a government. The problem 
is primarily how to make such aid 
most effective and at the same 
time least burdensome to the U.S. 
taxpayer. In view of the difficul- 
ties encountered by Japanese ex- 
port trade during the last three 
years, and described earlier in the 
story, it seems that Japan could 
be helped most effectively by the 
replacement of obsolete machin- 
ery and equipment in her factor- 
ies. However, a U.S. loan of $1.5 
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pillion for this purpose, as men- 
tioned recently in the press, seems 
rather high. Actually the Japa- 
nese textile, glass, and ceramic 
industries are in good shape. It is 
the machinery, electrical equip- 
ment, and the related heavy in- 
dustries that are in poorest shape 
and their retooling, especially if 
carried out by local plants, should 
not be too costly. 

There is a great deal of unof- 
ficial talk about a “Marshal Plan” 
for Southeast Asia which would 
bolster up the defenses of such 
countries as Thailand, the Philip- 
pines, Korea, Formosa-China, and 
the Free States of Indo-China and 
by the development of their econ- 
omies would make them more re- 
sistant to communist infiltration. 
If such a plands contemplated in 
Washington, it certainly could be 
so directed as to benefit Japan. 
This could be done by develop- 
ment of the natural resources, 
such as steel, coal, timber, petro- 
leum, and non-ferrous metals 
which Japan needs for her indus- 
tries and for which she now must 
pay largely with dollars. Similar- 
ly, food trade in rice, sugar, and 
other products, could be encour- 
aged between Japan and the 
Southeast Asia countries. 

The rest of this year and 1955 
will be the critical years for Ja- 
pan. The United States and other 
Free World countries can ease 
the economic difficulties by re- 
membering that no single ap- 
proach cansolve Japan’s economic 
difficulties and that Japan so im- 
portant because of her military 
potential and her strategic posi- 
tion, must primarily export her 
“labor” in the form of manufac- 
tures in order to survive as a free 
nation. If regional trade between 
Japan and Southeast Asia is en- 
couraged, and if international 
trade in general is liberalized and 
stimulated, the economic factors 
pressing Japan toward the Com- 
munist orbit can successfully be 
circumvented. —END 
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(Continued from page 679) 
Nesco, Inc., which it merged into 
its organization. Nesco is a manu- 
facturer of kitchen and other 
household utensils in tin and gal- 
vanized finishes, kerosene stoves, 
electric roasters, and such indus- 
trial products as steel drums, oil 
dealers’ supplies, and heavy duty 
galvanized ware. Nesco then, is a 
strange relative for a company 
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that builds ships, but as New 
York Shipbuilding’s president 
put it: “If it takes making wo- 
men’s apparel to make money, 
we’ll make women’s apparel.” Ap- 
parently, New York Shipbuilding, 
in acquiring Nesco, believes it can 
develop its business to a point 
where it will better 1953 sales of 
the latter of $34.9 million and im- 
prove net profit which for that 
year was equal to $1.71 a share. 


An Important Consolidation 


One of the largest mergers of 
the year has been General Dy- 
namic Corp.’s absorption of the 
$147 million Consolidated Vultee 
Aircraft Corp., one of the largest 
American produucers of  air- 
planes, including its famous Con- 
vair and other planes of its own 
design for the Navy and the Air 
Force, Acquisition of Consoli- 
dated Vultee did not mark Gen- 
eral Dynamic’s introduction into 
the aircraft building industry. It 
already listed among its subsidi- 
aries Canadair, Ltd., operating 
plants in Canada producing Sabre 
jets and other types of planes, 
largely for the Royal Canadian 
Air Force, and participating with 
the Canadian Government in the 
development of guided missiles. 
Nevertheless, bringing “Convair” 
into its organization as a subsidi- 
ary materially expanded General 
Dynamics’ scope of operations, 
enabling it to show net earnings 
for the first half of this year 
equal to $4.24 a share as com- 
pared with $3.29 for the 1953 cor- 
responding period. Its backlog of 
firm orders, contracts, and letters 
of intent, as of June 30, last, was 
placed at approximately $917 
million, while contracts under ne- 
gotiation approximated an addi- 
tional $250 million. 

There have been other mergers 
so far this year of a different 
type. In a way, several of these 
mergers have been after the fa- 
shion of “shotgun weddings.” The 
merger of Nash-Kelvinator 
Hudson Motor Car was in this 
category. So was the coming to- 
gether of Studebaker and Pack- 
ard. This was clearly brought out 
at a meeting of Packard stock- 
holders by Mr. James J. Nance, 
Packard president whotold them: 
“We’re here to decide the best 
way to stay in the automobile 
industry. We are caught in a ter- 
rific squeeze between General 
Motors and Ford.” He also re- 
marked, “We don’t know if this 
is the answer. But we can’t go it 
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Giant of materials-handling machines, the 
Ross Carrier shares the exclusive advan- 
tage of all Clark machines: its vital 
components are built by 


CLARK 


EQUIPMENT 





Outstanding Name in 
POWER-TRANSMISSION ENGINEERING 


CLARK EQUIPMENT COMPANY 
BATTLE CREEK, MICHIGAN 
OTHER PLANTS: BUCHANAN # BENTON HARBOR 
and JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT... 
TRANSMISSIONS © AXLES (Front and Rear) @ AXLE 
HOUSINGS © TRACTOR UNITS e FORK TRUCKS AND 
TOWING TRACTORS @ ROSS CARRIERS « POWRWORKER 
HAND TRUCKS e POWER SHOVELS @ ELECTRIC STEEL 
CASTINGS ¢ GEARS AND FORGINGS 


BOOK MANUSCRIPTS 


If you are looking for a publisher, send for our free, 
illustrated booklet titled To the Author in Search of a 
Publisher. It tells how we can publish, promote and 


distribute your book, as we have done for hundreds of 
other writers. All subjects considered. New authors 
welcomed. Write today for Booklet WF. It’s free. 


VANTAGE PRESS, Inc., 120 W. 31 St., N. Y. 1 
In Calif., 6253 Hollywood Blvd., Hollywood 28 


alone selling high-priced cars ex- 
clusively.” Nash and Hudson of- 
ficials would probably subscribe, 
with some modification, to these 
statements were they made at the 
time when those two companies 
merged to form the recently cre- 
ated American Motors Corp. How 
well that company and the new 
Studebaker-Packard Corp., fare 
during the coming year will de- 
pend to a large extent on their 
plans of operation and their abil- 
ity to bring out 1955 models cap- 
able of competing with those of 
the “big three” who are certain 
of going all out to get their share 
and more of the car buyers’ favor. 


Mergers Among the Textiles 


Some of the mergers taking 
place or those being negotiated 
among the textile manufacturers 

(Please turn to page 718) 
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CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 
declared the following dividends: 


4%% PREFERRED STOCK,SERIES A 
The regular quarterly dividend for 
the current gy of $1.12!4 per 
share, payable October 1, 1954, to 
holders of record at the close of busi- 
ness September 3, 1954. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1954, to holders 
of record at the close of business 
September 3,°1954. 

COMMON STOCK 
12% gw share payable Septem- 
ber 24, 1954, to holders of record at 
the close of business September 3, 


1954. R. O. GILBERT 
Secretary 
August 24, 1954. 


—— 
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Common Dividend 
* 
E. 1 DUPONT DE NEMOURS & COMPANY 


Wilmington, Delaware, August 16, 1954 


The Board of Directors has dec'ared this 
day $1.00 o share on the Common Stock 
as the third quarterly interim dividend 
| for 1954, payable September 14, 1954, 

to stockholders of record at the close of 
business on August 23, 1954. 

This is the Company's 200th consec- 
utive quarterly dividend on the Common 
Stock, marking half a century without 
a break in payments, the first of the 
unbroken series of dividend payments 
dating back to December 1904. 

The Board of Directors has also de- 
clared regular quarterly dividends of 
$1.12, a share on the Preferred Stock 








—$4.50 Series and 871/2¢ a share on 
the Preferred Stock—$3.50 Series, both 
payable October 25, 1954, to stock- 
holders of record at the close of business 
on October 8, 1954. , 


L. pu P. COPELAND, Secretary 
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2S UNITED FRUIT 
TGs COMPANY 


al, 221st 
7 


; Consecutive 
‘Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable October 15, 1954, to stock- 
holders of record Sept. 10, 1954. 


EMERY N. LEONARD 
Secretary and Treasurer 


A 
















' Boston, Mass., August 16, 1954} 
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have been or are a matter of self- 
preservation. This is particularly 
true in regards to American 
Woolen that had been producing 
wool and worsted fabrics exclu- 
sively in its comparatively high- 
cost New England mills, some of 
which were outmoded, and found 
itself not only with over-capacity, 
but in increasing competition 
with the newer synthetic fabrics. 
Since its decision early this year 
to divest itself of some of its 
older New England mills and re- 
vamp its capital structure by re- 
tiring and redeeming the two 
issues of preferred stock, events 
have moved rapidly for American 
Woolen and, for that matter, the 
entire textile industry. Some re- 
cent developments appear compli- 
cated. Textron, Inc., stepped into 
the American Woolen situation 
with its initial move to acquire 
that company’s common stock. 
Through various offers from time 
to time, it had accumulated, by 
early June, approximately 445,- 
000 shares. This represented ap- 
proximately 53 per cent of the 
total number of shares outstand- 
ing. Meanwhile, Textron had ac- 
quired a 41 per cent stock inter- 
est in Robbins Mills. These shares 
were purchased from J. P. Stev- 
ens & Co., one of the biggest and 
most diversified of the textile fab- 
ric manufacturers which had 
come into ownership of the Rob- 
bins Mills shares as an invest- 
ment only a few months earlier. 
Now Textron is reported to be 
working with American Woolen 
on a deal whereby the latter, if 
its stockholders vote approval, 
will purchase Textron’s various 
textile properties and its holding 
of the Robbins Mills stock. 
About the same time some of 
these moves were being made, 
Burlington Mills Corp., one of the 
largest manufacturers of syn- 
thetic fabrics, acquired through 
purchase in the open market a 
controlling interest in Pacific 
Mills, producer of woolen and 
worsted fabrics. Meanwhile, Bur- 
lington bought enough of the 
common stock of Goodall-Sanford, 
Inc., to give it control of that 
company which is best known for 
its Palm Beach cloth and a weaver 
of blended fabrics from natural 
and manmade fibers. The reasons 
back of these Burlington moves 
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are the growing importance of 
blends of all fibers, including ney 
ones, emphasizing the need for 
diversification; strong brand 
names and established and experi. 
enced sales organizations; and 
the possibilities of economies and 
improvements over a period of 
time. 

Other mergers in the textile in. 
dustry are looked for. One of 
these is likely to involve the Bach- 
mann Uxbridge Worsted Corp. 
which was only recently negoti- 
ating with American Woolen. At 
the moment nothing definite along 
these lines has developed, how- 
ever, because of the failure to 
agree on terms. Other moves in 
the industry have been M. Lowen- 
stein & Sons’ purchase of at least 
55 per cent of Wamsutta Mills 
capital stock, an acquisition that 
will add to Lowenstein’s diversi- 
fication ,and the sale of Botany 
Mills to H. Daroff & Sons, a cloth- 
ing manufactuurer. These moves 
within the textile industry are 
bringing about an entirely new 
line-up of companies with ma- 
terially increased competitive 
strength through diversification 
and expanded sales organizations, 
to say nothing of better control of 
output and prices. 

Commenting on the few mer- 
gers set forth in this article is but 
to scratch the surface of develop- 
ments taking place in the steel, 
automotive, paper, textile, chem- 
ical, and practically every other 
industry. While a few of these 
mergers and consolidations are 
the outcome of the effort of weak- 
er companies in a particular field 
to band together to effect oper- 
ating economies, broaden their 
line of products, and put them- 
selves in a better position to meet 
competition, others are for the 
purpose of diversification of prod- 
ucts, or acquisition of manufac- 
turing facilities and sales organi- 
zation in order to get better geo- 
graphic distribution of output. 

Some of the more recent mer- 
gers have been W. R. Grace & Co., 
which has extended its interests 
in the chemical field by acquiring 
the Davison Chemical Co., and 
now proposes to further expand 
in chemicals through the acquisi- 
tion of the Dewey & Almy Co. 
Then there is Food Machinery & 
Chemical Co., acquiring the Fair- 
field plant of U. S. Industrial 
Chemical Co., a division of Na- 
tional Distillers Products Corp., 
and the purchase of the Chicago 
Pump Co. The latter organization 
is a producer of patented sewage 
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treatment and disposal equip- 
ment, another new line to be add- 
ed to Food Machinery’s already 
well diversified activities. Among 
other completed mergers are 
Standard Oil of Indiana absorb- 
ing Pan-American Petroleum, 
Mathieson Chemical, well en- 
trenched in the chemical and cos- 
metic field, joining up with Olin 
Industries to form Olin Mathie- 
son Chemical Corp. with widely 
diversified products, and_ the 
Worthington Corp’s acquisition of 
the L. J. Mueller Furnace Co., 
with its production of furnaces, 
air conditioning equipment and 
various types of fittings that dove- 
tail nicely with some of Worth- 
ington’s diversified lines. 
Undoubtedly, there will be 
many more mergers completed or 
under negotiation before the year 
is out. The air is rife with rumors. 
In the accompanying tabulation 
we list a number of those already 
completed and those that are re- 
ported to be definitely being ne- 
gotiated. We also make pertinent 
comment relative to each that the 
reader should find of interest. 
—END 
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closed down its Plymouth, Desoto 
and Chrysler plants, and sched- 
ules its Dodge plant closing for 
August 25, for inventory taking 
and model change-over. It is un- 
derstood to be making broad 
changes in all of its models 
through major restyling and it 
may not be until some time in 
October before it gets back into 
production. The first of the new 
Chrysler cars is expected to make 
its appearance in late November 
with its other makes appearing at 
intervals through the balance of 
the mcnth and into December. 
Nash and Packard also are ex- 
pected to unveil their new models 
in the final month of the year. 
Some of the new features to be 
Incorporated in a number of the 
1955 passenger cars are wrap- 
around windshields, longer and 
lower bodies with clean-cut, 
straight lines, and for many of 
them a switch from straight to 
V-8 engines. Studebaker is mak- 
Ing some minor changes in its 
models, but is understood to be 
deferring major restyling until 
next year. 

The entire industry is going 
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ahead with present programs 
mainly with an eye to 1955, Com- 
petition, however, is not going to 
be any less keen than it has been 
so far in 1954. As a matter of 
fact, it is likely to be tougher as 
General Motors battles it out for 
sales supremacy in “low-priced” 
passenger car field, while Ford’s 
Lincoln-Mercury division increas- 
es its pressure in its efforts to get a 
bigger slice of the medium- and 
higher-priced new car market, es- 
pecially with Chrysler, the “third 
man” in the ring swinging hard 
to recover its former high place 
among the big three of the pas- 
senger car builders. 

Other companies in the indus- 
try are also making plans to cut 
down GM’s and Ford’s high sales 
percentages. They had rather a 
bad time of it in the first half 
of this year. Studebaker’s big 
South Bend plant shut down 11 
times, each of a week’s duration, 
the most recent in the early part 
of August. Conditions became 
such that during the first week 
of August, Studebaker advised the 
CIO United Workers Union at the 
South Bend plant of its intention 
to terminate the existing contract 
covering wages and working con- 
ditions covering 11 000 workers, 
and close the plarnc unless union 
members reconsidered their re- 
fusal to accept a wage cut that 
would end operating losses. On re- 
consideration, the workers, by a 
vote of better than eight to one, 
accepted a wage reduction esti- 
mated to equal about 14 per cent 
of the total payroll. Studebaker 
was not alone in its time of tra- 
vail. Sales of Nash, Hudson, Pack- 
ard, Kaiser and Willys, the so- 
called independent group were 
down substantially in the 1954 
first half-year. 

Individual Production Cuts 


Production by these companies 
was severely curtailed. For in- 
stance, Studebaker during the 
first seven months of this year 
cut output to 49,684 cars. In the 
like period of 1953, it produced 
129,836 units. Nash, too, was 
down from 107,078 cars last year 
to 40,822 for the 1954 period, 
while Hudson dropped to 18,835 
cars from 54,800 a year ago. Kai- 
ser and Willys, combined, pro- 
duced 14,426 units in the first 
half of this year, compared with 
52,132 in last year’s first six 
months. Neither Kaiser nor Willys 
assembled any U. S. cars in the 
month of July, although Willys 
continued in production of com- 

(Continued on page 720) 











MANUFACTURING COMPANY 
Framingham, Mass. 


EXTRA DIVIDEND 


A5% stock dividend payable in “A” 
Common Stock will be paid Oct. 15, 
1954, to “‘A’’ Common and Voting 
Common Stockholders of record 
Sept. 7, 1954. Cash wil! be paid in 
lieu of fractional shares oased on the 
last sale on the American Stock 
Exchange on Sept. 7, 1954. 





R. N. Wallis, Treasurer 











NATIONAL STEEL 


wl Shy 99th Consecutive 
Dividend 


The Board of Directors at a 
meeting on August 19, 1964, 
declared a quarterly dividend of 
seventy-five cents per share on 
the capital stock, which will be 
payable Sept. 14, 1954, to stock- 
holders of record August 30, 1954. 

Paut E. SHRoaps 
Vice President & Treasurer 


/ 











DREWRYS 


A quarterly dividend of forty (40) 
cents per share for the third quarter of 
1954 has been declared on the com- 
mon stock, and the regular quarterly 





dividend on the 53% cumulative 
preferred stock of this company, both 
payable September 10, 1954 to stock- 
holders of record at the close of busi- 
ness on August 25, 1954. 
In the preceding period a quarterly 
dividend of thirty-five (35) cents per 
share was declared. 
Drewrys Limited U. S. A., Inc. 
South Bend, Indiana 
T. E. JEANNERET, 
Secretary and Treasurer 














INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


590 Madison Ave., New York 22 





TRADE MARK 


The 158th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable September 10, 1954, to stockholders of 
record at the close of business on August 19, 1954. 
Transfer books will not be closed. Checks pre- 
pared on IBM Electric Punched Card Account- 
ing Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasuret 
June 29 19-4 








JOHNS MANVIL Le 


JM Johns-Manville 
wl Corporation 


enxOoUCTS DIVIDEND 
The Board of Directors declared a dividend 
of 75c per share on the Common Stock 
payable September 10, 1954, to holders of 
record August 31, 1954. 
ROGER HACKNEY, Treasurer 
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DIVIDEND NOTICE 


The following dividends 
have been declared by the 
Board of Directors: 


Preferred Stock 
A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock, payable October 1, 
1954 to stockholders of rec- 
ord at the close of business 
on September 15, 1954, 
Common Stock 
A quarterly dividend of 
$0.15 per share on the Com- 
mon Stock, payable October 
1, 1954 to stockholders of 
record at the close of busi- 
ness on September 15, 1954. 
Transfer books will not be 
closed. Checks will be 
mailed. 








Ws. J. WILLIAMS 
Vice-President & Secretary 


























ANACONDA 


DIVIDEND NO. 185 
August 26, 1954 

The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a divi- 
dend of Seventy-five Cents ( $.75) 
per share on its capital stock of 
the par value of $50 per share, 
payable September 29, 1954, to 
stockholders of record at the 
close of business on September 
7, 1954. 

C. EARLE MORAN 

Secretary and Treasurer 

25 Broadway, New York 4, N. ¥ 

















Uniteo States Lines 
Company 
Common 


Stock 
DIVIDEND 





The Board of Directors has authorized the 
payment of a dividend of thirty-seven and 
one-half cents ($.371/2) per share payable 
Sept. 17, 1954, to holders of Common 
Stock of record Sept. 3, 1954, who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 











MARTIN-PARRY 
CORPORATION 

DIVIDEND NOTICE 
The Board of Directors has declared a dividend 
ef fifteen cents (15¢) and an extra dividend of 
ten cents (10¢) on the Capital Stock of the 
Corporation, payable October 5, 1954 to stock- 
holders of record at the close of business 
September 20, 1954. TT. RUSS HILL, President 
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mercial vehicles in that month, 
and after a two-weeks shutdown 
in August got back into produc- 
tion of Jeeps and other utility ve- 
hicles in the week of August 16. 
No date for the resumption of 
passenger cars by either Willys 
or Kaiser has been set up to the 
time this is written. 

Studebaker has been recalling 
workers, but has yet to determine 
a date when production will be 
resumed. The company has indi- 
cated limited output of 1954 
models before it brings out its 
1955 versions Probably one of the 
reasons for the company going 
into low gear has been the neces- 
sity of waiting for formal ratifi- 
cation of the merger with Packard 
which stockholders of both com- 
panies have just approved. This 
second consolidation, following 
soon after the creation of Ameri- 
can Motors representing the Nash 
and Hudson combine, changes the 
industry’s structure. In place of 
the “big three” and four separate 
major so-called independent car 
producers in existence in 1953, 
the industry is or soon will be 
made up of the three leaders and 
only two leading independents, 
American Motors and the Stude- 
baker-Packard combine. Even be- 
fore the latter consolidation was 
consummated, talk was heard of 
the possibility of the latter combi- 
nation joing with American Mo- 
tors to form the “big fourth” in 
the industry. Giving some weight 
to this possibility is the fact that 
Packard, planning to equip its 
Clipper and higher-priced Pack- 
ards with V-8 engines, may enter 
into an arrangement with Ameri- 
can Motors to supply Nash and 
Hudson with V-8 engines through 
a reciprocal agreement aimed at 
cutting operating costs. Such an 
arrangement, if entered into, 
might well be construed as the 
first step toward bringing the new 
Studebaker-Packard Corp., and 
American Motors to the merger 
point or some other form of con- 
solidation, permitting greater op- 
erating economies and creating 
the “big fourth” in the automotive 
industry. 

Through 1953 and so far this 
year, General Motors and Ford 
have captured the largest part of 
the new car market. Chrysler 
with about 21 per cent of sales 
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last year lost ground in the cur. 
rent year, sales dipping to about 
13 per cent of the industry total, 





of which Ford got 31 per cent 
and GM 52 per cent, leaving about 
four per cent to be divided 


amongst the other car manufac. 


turers. This represents rather 
slim pickings for the independ. 
ents. Whether they will do any 
better or as well in 1955 remains 
to be seen. There is no way of 
forecasting the sales trend for 
the new consolidations although 
it is quite possible that new 
models of any one of the two 
independents — American Motors 
and Studebaker-Packard — might 
catch the public’s fancy, resulting 
in some shift in sales in their 
favor. 


Truck Manufacturers 


Operations of the truck builders 
in the first half of 1954 reflected 
lower demand of military orders 
and a shrinkage of business from 
commercial firms and farmers. As 
a result, factory sales of trucks 
to dealers and the Government 
in the first six months declined 
approximately 18 per cent from 
the corresponding months of last 
year. Factory sales in the domes- 
tic market for the 1954 half-year 
were down from the year ago 
total of 569,417 to 468,590, al- 
though total sales were aided by 
an increase in exports from 1953 
half-year’s total of 67,311 to 95,- 
286 units of various models and 
makes. 

The bus manufacturers, in com- 
parison with 1953, half did better, 
Factory sales of motor coaches 
rose to 1,915 units from 1,435 
last year. 

Competition in the new truck 
market is increasing and is ex- 
pected to become progressively 
keener in the remaining months 
of the year. It is within the realm 
of possibility that before 1954 is 
out or some time next year, there 
may be one or two mergers in- 
volving the truck builders, espe- 
cially among those producing a 
line of trucks in competition with 
Ford, General Motors and Inter- 
national Harvester. A harbinger 
of such developments may be the 
recent deal entered into by Dia- 
mond T Motor Car Co., with In- 
ternational Harvester. Under the 
agreement, Diamond T will as- 
semble some special models of 
motor trucks for Harvester, and 
the latter will supply Diamond T 
with engines, transmissions, some 
axle assemblies, and service parts 
for these components. —END 
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MONTHS ON GENERAL DYNAMICS 








































































































































































































































































































OVER 57% PROFIT IN FOUR 


































































































































































































































































































































































































































































































A SOUND PROGRAM For 1954-55 


For Protection — Income — Profit 


There is no service more practical...more 
definite ... more devoted to your interests 
than The Forecast. It will bring you weekly: 


Three Investment Programs to meet your 
various aims...with definite advices of 
what and when to buy and when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent appre- 
ciation potentials. 


Program 2—Special dynamic situations for substan- 
tial capital gains with large dividend 
payments. 


Program 3—Low-priced stocks for large percent- 
age growth. 


Projects the Market... Advises What Action to Take 
...Presents and interprets movements by industry 
of 46 leading groups comprising our broad Stock 
Index. 


Supply-Demand Barometer... plus Pertinent Charts 
depicting our 330 Common Stock Index, 100 High- 
Priced Stocks, 100 Low-Priced Stocks; also Dow- 
Jones Industrials and Rails from 1940 to date. 
Dow Theory Interpretation...tells whether major 
and intermediate trends are up or down. 
Essential Information for Subscribers... up-to-date 
data, earnings and dividend records on securities 
recommended. 


Telegraphic Service...|f you desire we will wire 
you in anticipation of important market turns. 
Washington Letter—Ahead-of-the-News Interpreta- 
tions of the significance of Political and Legislative 
Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 











° ©0000000000 SPECIAL OFFER—Includes one month extra FREE SERVICE |®@@@eeee000 
Mail Coupon * * 


Joday ! 
Special Offer 


MONTHS’ 
SERVICE $60 


I enclose [J 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


9, our April 13th Bulletin we advised all subscribers to buy 
General Dynamics at 43 (to yield 8.1%). At this writing it is 
selling at 67%...representing a profit of 247% points or 
more than 57%. 


This Forecast selection may eventually equal our recom- 
mendation of Boeing in December, 1953 at 46 (to yield 7.6%). 
In May it was split 2-for-1, marking subscribers’ cost to 23. 
It is now at 59%... showing 36% points rise—over 159% 
profit. A special $.50 dividend has just been declared. 


Southern Railway — recommended at 61 — was split 2-for-1 
— cutting our buying price to 3014. It is currently at 5834, 
giving subscribers 90% appreciation. The $3.50 dividend 
means an 11.47% yield at our cost price. 


Every one of the 10 other Forecast recommendations now 
being carried shows a good profit. Subscribers are kept 
informed on new developments in each of these companies . . . 
and know that we will advise them when to take profits — 
when and where to reinvest. 


ENROLL NOW — GET ALL OUR RECOMMENDATIONS 


The time to act is now — so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities. 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to buy our new recommendations at strategic levels. 














$60 for 6 months’ subscription: [] $100 for a year’s subscription. 
(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
SPECIAL MAIL SERVICE ON BULLETINS 





Air Mail: [) $1.00 six months: [) $2.00 [] Telegraph me collect in anticipation of 

one vear in U. S. and Canada. important market turning points...When 

Special Delivery: ([ $5.20 six months to buy and when to sell...when to ex- 
| MONTHS’ $100 () $10.40 one year. pand or contract my position. 

SERVICE 1 0 Clas Re RNY SE Penne en REREOE aie OI nee eeoe Rens MPN TE DERN SW men Neer etic net ten tin Oren TI 

Complete service will start at | RT ELS TER rn ee RR ee PER EN CPE re 1 FMR 
once but date as officially be- . 
sinning one month from the day Cae rc ens eeahecea eae ia repagaea ace ee ee eer eee ieee ; 
your check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our 
scriptions to The Forecast are any time without your consent. initial analytical and advisory repert. 
deductible for tax purposes. PYTTITITITITITITITITITITITITITITITiTiTiTirririiii iii iii iit. ¢ 
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ELLIOTT | 
[o COMPANY 


JEANNETTE, PA. 


following dividends: 
5% Cumulative Preferred Stock 


5% Cumulative Second 

Preferred Stock 
A dividend of 6244c, payable October 1, 
1954 to stockholders of record September | 
20, 1954. 

Common Stock 
A quarterly dividend of 40c, payable Sep- 
tember 30, 1954 to stockholders of record 
September 20, 1954. 

M. G. SHEVCHIK, Secretary 

August 25, 1954 


“BOOK REVIEWS 


Employment and Wages 
in the United States 


This book presents a factual survey 
of Americans at work. It tells how 
many of our people make up our total 
working force, what their ages are and 
how they are distributed in various 
parts of the country and in various 
occupations. The survey shows the ups 
and downs of employment, and describes 
worker and employer organizations 
and relationships, the role of unions, 
and the conditions under which the 
work of the country is carried on. 

Of direct interest to millions of gain- 
fully employed Americans—and to their 
employers—is an analysis of what de- 
termines wage rates, the effects of 
wages on general economic conditions, 
and the long-run outlook for a con- 
tinued rise in real wages and standards 
of living for working Americans. This 
comprehensive survey was prepared by 
W. S. Woytinsky and a group of asso- 
ciates who are experts in various spe- 
cialized fields. 
Twentiety Century Fund 


| 
The Board of Directors has declared the | 
| 
| 
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Can Auto Parts Companies 
Solve Current Problems 





(Continued from page 698) 


competitors, but parts firms they 
never regarded as competition are 
trying to win away the business 
for their own idle plant facilities. 
It must be emphasized once more 
that this is happening in an in- 
dustry that hasn’t been under the 
compulsion to drive for sales for 
a great many years. 

The outcome of this troubled 
period probably will be a smaller 
number of manufacturers, but the 
surviving larger and_ stronger 
firms, aided by mergers and di- 
versity, should prosper. The in- 
dustry might well study the re- 
cent developments in the railroad 
car-building field as a guide book 
to its own future. With the rail- 
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roads buying less and less cars 
while stepping up production of 
cars in their own yards, such firms 
as ACF and Pullman reached out 
to greener fields. ACF, with elec- 
tronics and atomic energy, and 
Pullman, aided by acquisitions in 
the oilfield-equipment business 
and truck-trailers, are enjoying 
a high level of business. 

There is some evidence that the 
suppliers already are cutting their 
cloth to fit the new-style coat worn 
by the motor-makers. The years 
ahead should witness a multitude 
of changes, including shifts in 
manufacturing operations, adop- 
tion of automaton and changes in 
management. 

An example of what the future 
may hold is provided by F. L. 
Jacobs Co, In that company, mak- 
ing a range of smaller metal parts 
for cars and trucks, a new and 
younger management team trans- 
formed extended deficits into 
black ink through more efficient 
cost controls. Indications are that 
this sort of thing is going to be 
repeated, For, despite the con- 
traction of the market and the 
tendency of the car-makers to turn 
out more of their own parts in 
addition to competing with their 
old suppliers, the efficient parts- 
maker still has an important place 
in the American economy. 

As anyone who has ever walk- 
ed into an automobile showroom 
knows, new parts are being 
brought out all the time. Many of 
these earry a higher dollar value 
than those they displace. Power 
steering and power braking, like 
the automatic transmission before 
them, appear well on the way to 
eventual universal acceptance by 
motorists. Then there are such 
items as automatic seat adjusters 
and window lifts, not to mention 
hood openers and convertible top- 
raisers. Air-conditioning of cars 
also promises to take hold on a 
large scale. And even the so-called 
standard parts are not static. As 
an example, Motor Wheel recently 
announced a changeover to 100% 
production of welded wheels, par- 
ticularly suitable for tubeless 
tires, and replacing the conven- 
tional riveted type. Other products 
that bob up almost daily include 
new noise-reducing mufflers, truck 
hoists, service jacks; bearing 
hangers, car refrigerators that 
operate off the air-conditioning 
system, starting aids, air springs 
and superchargers. 

But the outlook figures to get 
worse before it gets better. As the 


fall of 1954 approaches dividend 
casualties in the industry are 
numerous. The following provide 
an insight to the earnings erosion: 

Gabriel Co. in mid-August de. 
ferred action on the common divi- 
dend, prior to which 15 cents was 
paid at quarterly intervals. Motor 
Products trimmed the disburse. 
ment to 25 cents from 50 cents in 
February, paid 25 cents again in 
May and then omitted the dividend 
altogether in July. Ainsworth 
Manufacturing Corp. has paid 
nothing this year, although as re- 
cently as September, 1953, share. 
holders were getting 15 cents at 
quarterly intervals. —END 





Outlook for Rubber 
Stocks 





(Continued from page 701) 


The amount the company realized 
from these sources totaled $6.4 
million, including $1.8 million 
representing recovery, through 
remittances, of foreign income 
previously reserved, less the cur- 
rent provision for restricted for- 
eign earnings. In the 1953 first 
half-year Goodyear’s receipt of 
dividends from its foreign sub- 
sidiaries totaled $3.5 million. 

Tax cuts also played an impor- 
tant part in making the 1954 first 
half showing possible. The tax 
levy on earnings for the 1953 per- 
iod amounted to $41.9 million but 
for the 1954 period this was re- 
duced to $28.8 million. As of June 
30, last, working capital had been 
increased by approximately $9 
million since the close of last year, 
bringing the total to $410 million. 
Enough funds from this sum will 
be used by Goodyear to retire on 
Sept. 30, its entire issue of $5 
preferred stock, outstanding in 
the amount of 564,469 shares at 
$105 a share. 

Goodyear, in addition to being 
one of the foremost tire manufac- 
turers, is also steadily expanding 
operations as a manufacturer of 
industrial rubber products, aif 
foam rubber products, and_ its 
steadily growing chemical divi- 
sion is becoming an increasingly 
important raw material supplier 
to a number of major industries. 

Goodyear common, the com- 
pany’s only capital stock after 
scheduled redemption of the pre- 
ferred, is attractive for its growth 
potentials. Net for full 1954 
should compare favorably with 

(Please turn to page 724) 


THE MAGAZINE OF WALL STREET 














ividend 
ry are 
orovide 
rosion: 
ust de. 
mn divi. 
its was 
Motor 
sburse- 
ents in 
rain in 
ividend 
Sworth 
3 paid 
| as re- 
share- 
ants at 

—END 





r 


——-____ 


101) 


ealized 
d $6.4 
million 
nrough 
income 
1e cur- 
2d for- 
3 first 
ipt of 
n sub- 
:. 

impor: 
4 first 
1e tax 
93 per: 
on but 
yas re- 
f June 
d been 
ly $9 
t year, 
nillion. 
m will 
tire on 
of $5 
ing in 
res at 


being 
nufac- 
anding 
rer of 
S, air 
nd its 
| divi- 
singly 
ipplier 
stries. 
com- 
after 
e pre- 
‘rowth 
1954 
with 


1) 


TREET 





Every 60 seconds of every year FOUR 
Americans are injured seriously . . . so 
seriously that their lives depend on im- 
mediate transfusions. 


Startling? Yes, but serious injuries are 
only one of the reasons why blood is 
needed constantly. Every day thousands 
of men, women and children MUST have 





F OUR more Americans will need blood... urgently! 


blood for medical and surgical treatment. 


In addition, we must continue to build a 
national reserve of blood as insurance 
against future disasters and emergencies. 


You can help supply the blood that 
America needs constantly... 


NATIONAL BLOOD PROGRAM 





the blood you give helps someone live! 


GIVE BLOOD NOW 
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last year’s $10.28 a share and the 
current quarterly dividend rate 
of 75 cents a share could readily 
be increased or again augmented 
by a stock dividend or an extra 
cash disbursement. The _ stock, 
selling around 73, yields 4.1 per 
cent on the basis of current cash 
dividend. 

Although the B. F. Goodrich 
Co., reflecting the drop in original 
equipment demand and lower di- 
rect and indirect sales to the 
Government in the 1954 first half- 
year aS compared with the like 
1953 period, reported a 13 per 
cent decline in consolidated net 
sales to $304.9 million from 
$350.3 million a year ago, tax 
savings and revised depreciation 
charges enabled the company to 
show higher net for the 1954 
period. One of the heaviest con- 
tributors was a reduction in esti- 
mated Federal and foreign income 
taxes and renegotiation liability 
from $37.3 million for the 1953 
half-year to $19.6 million for the 
first six months of 1954. The com- 
pany picked up another $500,000 
that had been charged to 1954 
first quarter earnings to go into 
the reserve for increased replace- 
ment cost of facilities but which 
was withdrawn and restored to 
net for the first half-year which 
amounted to $18.2 million. This 
was equal to $4.33 a share and 
compares with net in the like 
1953 period of $16.8 million, or 
$4.03 a share. 

These tax advantages should 
continue to be reflected in second 
half-year’s operating results even 
though original tire equipment de- 
mand might be off to some ex- 
tent due to slow-down in car pro- 
duction by various companies in 
the automotive industry in mak- 
ing ready to bring out their 1955 
models. 

Indicative of the growth po- 
tentials of Goodrich is the present 
price around 103 for the common 
shares, the only outstanding capi- 
tal stock. Dividends of 80 cents 
a share quarterly, quite modest 
considering the substantial earn- 
ing power. 

Firestone Tire & Rubber Co., 
for the fiscal year ending October 
31, next, is likely to make a better 
showing than is indicated by its 
report for the six months ended 
April 30. In that period sales fell 
by 8 per cent, or from $487.8 
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million for the previous first half- 
year to $447.9 million. Net income 
dropped from $21.1 million, equal 
to $5.32 a share, to $18.1, or $4.52 
a share. The final six months of 
the company’s fiscal year will re- 
flect not only the full benefit of 
the excess profits tax elimination 
but the greater sales volume, in 
comparison to that of the Novem- 
ber-April months, in tire replace- 
ment business usually at a peak 
in the late spring and early sum- 
mer months. 

Firestone, like its contempo- 
raries in the “big four” group has 
been expanding operations in 
fields outside the production of 
passenger car, truck and other 
types of tires, to the point where 
approximately 40 per cent of its 
total annual sales are accounted 
for by its industrial rubber prod- 
ucts, Foamex, its foam rubber, 
plastic fibers and basic resins for 
plastics, as well as its output of 
metal products. While it is be- 
lieved that its volume of defense 
orders has tapered off, the com- 
pany is understood to be supply- 
ing the Government with a num- 
ber of items, including the “cor- 
poral” guided missiles to be pro- 
duced at 4 new $2 million plant 
on which construction work has 
already been started. 

Earnings for the current fiscal 
year are likely to fall under the 
previous year’s $11.77 a share, but 
should make a favorable compari- 
son with the 1951-52 net of $10.89 
a share for the common stock. 
This issue is currently selling at 
82. At this price, the yield on the 
regular $3 annual dividend, plus 
75 cents a share year-end extra 
which should be maintained this 
year, is 4.2%. The stock is worth 
holding for its long-range poten- 
tials. 

United States Rubber Co.’s, 
sales trend in the 1954 first half- 
year was in line with that of the 
other tire manufacturers. From 
a record high set in the first six 
months of 1953 with sales of 
$453.8 million, this year’s first 
six months volume dropped to 
$392.5 million, a decline of 13.5 
per cent. Pre-tax earnings were 
of from $51.4 million to $33.5 
million, but this was offset by a 
reduction for Federal taxes, re- 
negotiation provisions, and for- 
eign income taxes of $18.9 million, 
enabling the company to show for 
the 1954 first half, net profit of 
$14,442,587. This was equal to 
$2.28 a share for the common 
stock. In the first half of last year 
when provisions for Federal 
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taxes, etc., required $37.1 millioy, 
net profit amounted to $14,440, 
347, which on a share basis fig 
ures out to exactly the sam 
amount—$2.23 a share—realized j 
the six months to June 30, thi 


its position among the “big four 
as a tire producer and at the sam 
time is steadily expanding it 
operations in industrial rubbe 
products, foam rubber and foang 
rubber products, footwear, plas 
tics and chemicals. The latter divi 
sion represented by Naugatuc 
Chemical, a subsidiary, is an 


year. 
U. S. Rubber continues to a 





out rubber chemicals, agricultura 
chemicals, plastics, TNT, and j 
operating two Government-owne 
synthetic rubber plants, Nauga 
tuck is currently turning ou 
approximately 300 products an 
its present expansion program 
scheduled for completion by th 
end of this year, will maces 
capacity substantially for a num 
ber of these items. 

Earnings of U. S. Rubber fo 
the current year may not quit 
match those of 1958. Dividcen 
requirements, however, should b 
earned close to twice over. Th 
shares currently selling aroun 
38 yield a return of 5.2% on th 
$2 annual dividend payments. 

The possibility of keener com | 
petition among the “big four” fo 
a greater share of the replace 
ment market, a threat that con 
stantly hangs over the indutry 
is likely to cause the smaller tir 
makers to experience some har 
sledding through the balance 0 
this year and possibly 1955. Out 
side the “big four” group, Genera 
Tire & Rubber Co., appears to b4 
the best situated. The company 
ranking fifth in size, in additio 
to tire making, has achieved 4 
considerable degree of diversifica; 
tion through production of indus 
trial rubber products, foam rub} 
ber, plastics, sporting equipment 
and chemicals. Net earnings foj 
the current year should com 
close to matching 1953 results 
which were more than twice al 
nual dividend requirements.—EN] 











Correction 
On page 630 in the Aug. 21 is 
sue, the earnings per share 0] 
Allied Chemical & Dye Corp. wer# 
erroneously given as $6.38 a shard 
for the second quarter, 1954; $6.44 
a share for the first quarter; and 
$6.85 a share for the second quar 
ter, 1953. They should have bee 
stated as: $1.41; $1.15; and, $1.34 
a share, respectively. 
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Time To Reappraise 


YOUR 
INVESTMENTS 


A Special Invitation to 
responsible investors, 
with $20,000 or more in 
investment funds, who 


are interested in invest- 











ment counsel. 
a eG ee ee ae eee ee er ee 


7/, foresighted investor, who seeks to safeguard his capital and keep 
it working productively, can afford to disregard the immediate effects and 
longer term implications of the many changes in progress on the political 
and industrial fronts... and in the earnings and dividend prospects for 
the individual companies. 


% In light of the substantial market rise since last September our staff — 
through its unending, original research — is continuing to segregate stocks 
which are becoming overpriced from those which are still undervalued — 
those which are in a vulnerable position from issues facing an unusually 
strong outlook — companies which may cut or pass dividends from those 
which will maintain or even increase liberal payments in 1954. 


% Many uncertain investors merely hold their positions unchanged and hope 
for the best—but a “do nothing” policy can be most costly in the highly 
selective market ahead. If your capital is important to you now is the 
time to take intelligent action. 


*% As a first step toward increasing your profits and income in 1954-55, we 
invite you to submit your security holdings (if you have not already done 
so) for our preliminary review — if they are worth $20,000 or more. 
There is no obligation except to give our service your serious consideration. 


% Our survey will point out examples of your less attractive holdings to be 
sold or retained only temporarily. It will tell you how our personal super- 
vision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your hold- 
ings and quote an exact annual fee for our service. 


% Merely send us a list of your securities in as complete detail as you care 
to give in regard to size of each commitment, purchase prices and your 
objectives. All information will be held in strict confidence. This offer 
is open only to responsible investors who are interested in investment 
counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazineE oF WALL Street. A background of nearly forty-seven years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 




















| 
iy i itt? 
\" Ny fg | 
| Nl \ ‘he el 
HW} : ye ty #33 | i 
Me We 
| lt Ys, bs Z, | 
lh 


2 ir 


= 





ah 











Hass ‘a é| 








WZ La 
rr 


Wa 


Meeting the need for better zinc-coated steels 
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NATIONAL 
STEEL 


with this new continuous galvanizing line 


National Steel’s continuous improve- 
ment of plant and product is exemplified 
in this painting of a new continuous 
galvanizing unit recently installed at 
Weirton Steel Company, a National 
Steel division. In this 710-foot-lor g 
unit, steel enters at one end, is auto- 
matically cleaned, annealed, and zinc- 
coated, to emerge at the other end in 
galvanized sheets or coils. 


Galvanizing results in a product that 
combines the strength of steel with the 
corrosion-resistance of zinc, a job that 


NATIONAL STEEL 


GRANT BUILDING 


SERVING AMERICA BY SERVING AMERICAN 


National Steel’s new continuous line 
docs superbly well. In addition, the line 
turns out a product greatly superior to 
galvanized material made by conven- 
tional pot dip methods. For in this new 
galvanized steel, the bond between zinc 
coat and steel is so tight that sheets 
can be formed, bent, drawn or stamped 
without danger of the surface flaking, 
cracking or peeling. 


Here, as in many other fields, National 
Steel demonstrates its forward-looking 


philosophy . . . a philosophy that calls 


CORPORATION 


PITTSBURGH, PA. 


INDUSTRY 


for constant improvement of products 
and the methods by which they are 
made. This is National Steel—entirely 
integrated, completely independent— 
ouie of America’s leading steel producers. 


New Color Film Now Available 


“* Achievement in Steel” ...a new 16-mm 
color film telling the dramatic story of 
steel is now available to organized groups. 
To obtain this film for your group, 
write to “Achievement,” National Steel 
Corporation, Pittsburgh, Pennsylvania. 


SEVEN GREAT DIVISIONS WELDED INTO 90 
COMPLETE STEEL-MAKING STRUCTURE 


Great Lakes Steel Corp. 

Stran-Steel Division Hanna Iron Ore Compa 

The Hanna Furnace Corp. National Mines Corp. 
National Steel Products Co. 


Weirton Steel Compar: 
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